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Missiles by DOUGLAS 


A box score of 15 years’ continuous participation 


in designing and building guided missiles for the Air Force, Army and Navy 


Already key cities have the protection 
of a guided missile which can destroy 
the swiftest stratospheric bombers. This 
is Nike, operational result of long and 
versatile missile experience. 

Douglas association with rockets and 
guided missiles has seen this company 





at work with other industrial leaders 
and our Armed Forces—to move missile 
development from a dream of push- 
button warfare to a solid reality. You 
saw it in the Bumper Wac research 
rocket, world altitude champion, in Hon- 
est John—field artillery rocket with high 
explosive or atomic wallop— 


o. air to air... 
ground to ground eee 


in missiles of every type . 
air to ground... 
ground to air. 

Douglas leadership in rocket airframe 
design has helped give us operational 
missiles in a relatively short span of time. 
Security cloaks even greater advances 
which are now on the way. 


First in Aviation 








There are 2 times in 


the life of your business when it pays to be the low-cost 
plant in your industry: 


1—when business is good, because then your low cost makes 
you more profit, and that’s what you’re in business for. 


2—when business is bad, because then your low cost gets for 
you whatever business there is. 
For 75 years Warner & Swasey has been helping thousands 
of companies to be the low-cost plants in their industries, 
often finding ways for them to cut 40% out of metaf turn- 
ing costs. Whether your business today is up, down or 
sideways, aren’t savings like that worth talking about? 
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YOU CAN PRODUCE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY MACHINE TOOLS, TEXTILE MACHINERY, CONSTRUCTION MACHINERY 








% The Case for a 
\ Break With Russia 


Again and again the possibility of 
severance by the U. S. of diplomatic 
TH relations with Soviet Russia bobs up, 
but the case for such action is rarely 
docnmented. It is presented here in an 
article by David Lawrence, who made 
c c lf a study of the background of this ques- 
tion and its implications as a way to 

prevent war. Page 126. 


*& Air, Rail, Truck Lines: Big Changes Ahead? 


Will the whole transportation industry be largely freed from 
Government regulation soon? Are mergers, reorganizations, 
rate changes in sight? See this article, page 89. 


% What Top Planners Expect Now in World War til 


Here's a realistic preview of the next war, as seen by the 
Western world’s No. 2 commander. His views, followed by 
dissents from top men of the U.S. Navy, start on page 94. 
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Putting the Heat on 
Freezing Chimneys P 












































(a ee 
tll, : 
er During construction in cold weather, it is often necessary a 
4 to “baby” a chimney . . . protect the concrete from freezmg 
; temperatures with large electric blankets. This important ” 
me detail is indicative of the many that add up to quality “ 
chimney construction. 
a Coping with conditions inside and outside chimneys is 
an M. W. Kellogg specialty. With so many variables tocontend | %4 
y with—temperature differentials, acid-gas formations, 
2 Y] y : possible flood conditions, earthquake tremors— good c a : 
. yy a esd ts chimneys, engineered for the specific job and built with care * 
Y, aki hee. for a long future, pay off in operating efficiency and de be’ 
Y A, x maintenance economy. vy) 
y 4 During the past fifty years, The M. W. Kellogg Company’s % 
y Chimney Division has engineered and built thousands of 
Y 1 concrete and radial brick chimneys to safety code i YA Ae 
y; a specifications for incinerators, central power stations, A] 
y industrial plants and many other projects. M. W. Kellogg’s 
Y long experience in this specialized field of chimney “ 
PY construction and maintenance will serve you well when your 
ee plans call for the erection of chimneys. 
Thy 2) \a\ . 
Bis Be, . 
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of M. W. Kellogg chimney construction at Kyger Creek Plant, Ohio, courtesy Ohio Valley Electric Corporation 
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Se ee 
'  € An announcement 
to Gentlemen 


) js it is your Custom 


to enjoy a Scotch with both AGE 
& nobility, be advised that our 
House imports 20-year-old 
Martin's Fine & Rare and 
12-year-old Martin’s De Luxe. 
To be found at private 

clubs, fine publick taverns, 

spirit shops, hostelries, etc. 

Put some aside today. 

— Respectfully, 

McKesson & Robbins, Inc. 

New York, N. Y., importers thereof 


Blended 
Scotch 
Whiskics 


20 years old 
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The March of the News F 


PEACE PROSPECTS 


EAR OF GLOBAL WAR, President Eisen- 

hower declared, is at its lowest since 
he left Columbia University early in 
1951 to assume command of NATO 
military forces in Europe. That was not 
to say, however, the President noted, 
that the world was at peace. 

What was really meant by peace, the 
President added, was that situation in 
the world where we had confidence, jus- 
tifiable confidence, that a situation was 
going to prevail where we could devote 
the vast majority of our resources, of our 
work, of our sweat, of our brains to doing 
those things which were for the good of 
the people and not merely to protect 
ourselves or to destroy others. 

Now, that, said Mr. Eisenhower, is not 
the kind of situation we are in now. 


FORMOSA THREAT 


OMMUNIST CHINA reacted sharply to 
the signing of a mutual-defense treaty 
by the U.S. and Chiang Kai-shek. The 
U.S., declared Peiping Premier Chou 
En-lai, i..ust get out of Formosa or ac- 
cept “all the grave consequences” of Red 
China’s campaign to “liberate” the Na- 
tionalist stronghold. Such treaties, said 
the Communist, can “only lead to war.” 
The Chinese people, Chou said, “declare 
solemnly before the world” their deter- 
mination to take Formosa. 

How much of the Chou statement was 
propaganda and how far the Com- 
munists really intended to go, no one 
this side of Peiping or Moscow could say 
for sure. 


AID TO ASIA? 


A ECONOMIC PLAN for Asia, said Sec- 
retary of State John Foster Dulles, is 
likely to be presented to Congress some- 
time next year. The Administration, he 
said, has reached agreement on a “clear 
policy” of providing economic help to 
Asia and other underdeveloped areas. 
This principle of economic aid, the 
Secretary added, shows an Administra- 
tion awareness that the cold war has 
shifted “to some extent, for the time be- 
ing perhaps,” from military to economic 
competition. Consequently, said Mr. 
Dulles, “there is less fear than there was 

. . of open military activities.” 

How the aid-to-Asia program was to 
be set up apparently wasn’t settled. 
Treasury Secretary George M. Hum- 
phrey, sensitive to any plan that would 
further unbalance the budget, said no 
policy had been agreed upon. Even if 


one had been, the Administration would 
have a battle to get the appropriation 
from Congress. 


DEFENSE CONTRACTS 


Batra SECRETARY Charles E. Wilson 
issued a new order on arms pur 
chases. It looked, on the surface, as 
though procurement officers were in. 
structed to prefer a broad mobilization 
base over a “single, efficient producer,” 
Senator Henry M. Jackson (Dem.), of 
Washington, erstwhile critic of buying 
practices, so interpreted it. But the Pen- 
tagon hinted that no sweeping change is 
likely. 

Defense spending, meanwhile, is te- 
ported by the Secretary to be close toa 
level-out point of 33 tc 37 billions a year 
—some 3 billions below the Truman Ad¢- 
ministration’s estimate. 


BUSINESS PREDICTIONS 


Fro MANY QUARTERS came estimates 
on the health of the U.S. economy. 
A survey of merchants in 25 key cities 
by the Commerce Department turned up 
the prediction that 1954 Christmas-shop- 
ping sales will range from 1 to 12 per > 
cent higher than in 1953. 

A survey of Administration economists 
disclosed the feeling that, in 1955, prices 
are due to go down and profits up, 
slowly in both cases. They said food, No. 
1 item in the cost of living, was expected 
to lead the 1955 price decline, with ap- 
pliances and furnishings following. 

Consensus: 1954 will turn out to be 
the second-best business year in U.S. 
history; 1955 will be even better—though 
not as good as 1953, the best. 


POTENTATE PROBLEM 


HE RUSH OF visiToRS has been so great 
ta times, the State Department at- 
mitted, that Government officials, from 
the President down, haven't had time to 
attend to urgent business. By the end of 
1954, more than 20 high foreign digni- 
taries will have made state visits t 
Washington from such world capitals ® } 
London, Paris, Bonn, Vienna, Ankara, A¢- 
dis Ababa, Teheran, Karachi, Seoul, Co 
lombo, Tokyo. And now, said press officer 
Henry Suydam, it’s time to slow down 

As a result, Mr. Suydam noted, the 
problem of foreign visitors is being 
studied to see whether they can be 
spaced more. This was not to say, how 
ever, that the visitors were not welcome. 
The problem is that they come one right 
after another. 
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JET BOMBERS WON’T WAIT tor 


you to aim your guns — you’ve got to do it with 
mechanical hands and electronic brains. Those 
120 mm. muzzles must swing smoothly ahead of 
targets that are racing through space, must guide 
shells unerringly to points in the sky where in- 
vaders will be. 


How is it done? By the M-33 fire-control system 
produced by Western Electric for the Army, a sys- 
tem based upon radars and electronic computers. 


Many of the M-33’s basic principles are the 
same as those used to guide your dial telephone 
call to the right number — and Western Electric 
makes dial telephone systems, too. That’s why, with 
72 years of experience as manufacturing unit of 


the Bell System, we have the highly specialized 
skills needed to produce electronic equipment, such 
as M-33, for national defense. 


At the same time we are doing work of this kind 
for the Armed Forces, we are also going full speed 
ahead with our regular job — making telephone 
equipment to help keep Bell System service going 


and growing. OP SP 


MANUFACTURING AND SUPPLY UNIT OF THE BELL SYSTEM 
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General American Tank 
Storage Terminals 


Among the services offered by 
the six terminals are storage, 
blending and packaging facilities 
fo) a d-1 0) an com ant-1a.¢-1 021 ame) mele]. 
liquids. Locations: Pasadena & 
Galena Park, Tex. (Port of 
Houston); Corpus Christi, Tex.: 
(Tefeye| plelel-We MPa ela mel MN Tet" p RY 
Orleans); Carteret, N. J. (Port of 
New York); and Chicago. General American 
Airslide and Trans-Flo Cars 





Created by General.American for 
bulk shipping of dry materials—many 
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GENERAL 
AMERICAN 
TRANSPORTATION 
CORPORATION 


135 South La Salle Street - Chicago 90, Illinois 
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damage-free shipping. 


PERISHABLE 


GARX-URTX 
Refrigerator Cars 





Safe, insulated bulk carriers of 
farm products, canned goods dnd 
brewery products. 





FOR RENT 


FROM GENERAL AMERICAN 


DISTRIBUTION SERVICES FOR BUSINESS 


By leasing these distribution services, you can use your capital within your 
own business. General American assumes the administrative problems 
and headaches of operating and maintaining special freight cars and bulk 


liquid storage terminals. 


To learn more about these helpful distribution services, see your nearest General American office. 

























Washington Whispers 








[Items appearing on this page are reported in Washington and other news centers] 


“Draft Ike’’ Move Started . . . Ridgway Approved 
China Blockade . . . Ike-Malenkov Meeting in ‘55? 


President Eisenhower’s political strat- 
egy continues to be to try to woo so- 
called middle-of-the-rcad Democrats 
into the Republican Party. The Presi- 
dent is not discouraged because of the 
meager results that this strategy 
yielded in 1954 elections. 


& & & 


White House aides had urged Mr. 
Eisenhower to make a direct and open 
attack upon Senator Joseph Mc- 
Carthy and were disappointed when 
the President did not accept this 
advice. 


ee dae 


Senator McCarthy is not unmindful 
of the fact that his Senate term runs 
through 1958, while a new President 
will be chosen in November, 1956. The 
Wisconsin Senator is far from con- 
vinced that he will have Mr. Eisen- 
hower to contend with after 1956. 


si Se 


A “draft Ike” movement is already 
under way among Republicans work- 
ing through the Citizens for Eisen- 
hower organization. There are in- 
creasing indications that the President 
may not resist a draft too strongly. 


=x « & 


Homer Ferguson, Michigan Senator 
who was defeated in the November 
elections, has been offered the am- 
bassadorship to India. 


x * * 


Martin Dies, Texas Congressman and 
No. 1 subversive hunter in the period 
from 1938 to 1945, is asking the Dem- 
ocratic leadership to give him back 
his old membership on the House Un- 
American Activities Committee. Mr. 
Dies may come back into the lime- 
light in a Democratic House. 


e &-® 


Nelson Rockefeller is being brought 
into the White House as an aide to 


President Eisenhower in order to 
please Latin-American nations, which 
feel slighted when dollars are passed 
around to the outside world. Mr. 
Rockefeller is a long-time champion 
of Latin-American needs. 


i wees 


Mao Tse-tung and his Chinese Com- 
munists are holding American fliers 
and other Americans for ransom. The 
first group of 11 is considered to be 
on the block if a high-enough price is 
offered. After that, another group will 
be offered for higher ransom, and so 
on. The United States earlier had set 
a precedent for payments of ransom 
to obtain the release both of military 
and of civilian personnel held by 
Communists. 


ee ee 


It is being noted that the United States 
Government considers that the Amer- 
icans in Korea were fighting for a 
super-government, and must look to 
this world government for redress 
where prisoners are still held by the 
Communists. A question is being 
raised inside the U.S. Government 
whether this means that sovereignty 
is being surrendered in important part 
to a world organization. 


co 2 


Gen. Matthew Ridgway, Army Staff 
Chief, joined other members of the 
U.S. Joint Chiefs of Staff in support- 
ing a course of action for dealing with 
Communist Ghina that involved 
blockade. The four members of the 
Joint Chiefs were unanimous in ap- 
proving this course. Mr. Eisenhower, 
a former Army Staff Chief, vetoed it. 


e 2 


High officials in the British military 
establishment are critical of American 
policy in the Far East, labeling it as 
“negative.” They propose, instead, 
that this country should fix its objec- 
tive as that of trying to win Mao 


Tse-tung, Communist leader of China, 
away from the Kremlin. 


x kek 


George Humphrey, Secretary of the 
Treasury, is far from happy over de- 
veloping plans for a new “Marshall 
Plan” for Asia, Mr. Humphrey, with 
a budget to try to balance, is inclined 
to resist plans thought up by the De- 
partment of State for spending more 
money abroad. 


ce: 


Pierre Mendés-France, Premier of 
France, wants to make a deal with Ho 
Chi Minh, the Communist leader in 
Indo-China, involving an attempt at 
coexistence with the Communists in 
that part of the world. U.S. officials 
are highly critical of this proposal on 
the ground that would mean Commu- 
nist control of all of Indo-China. 


a ee 


Gen. Alfred Gruenther, Supreme AIl- 
lied Commander in Europe, is press- 
ing for control under his command of 
all strategic air power as well as tacti- 
cal air power in the European area. 
Strategic air remains under separate 
command centering in U.S. 


el eee 


In spite of denials, the White House 
is thinking in terms of a meeting be- 
tween Mr. Eisenhower and Russia’s 
Premier Malenkov in April or May, 
1955, if the plan for rearmament of 
Germany is approved before then. 


*. 2 >® 


A strong denial is made by the Na- 
tionalist Chinese Government to 4 
report from Tokyo that diplomatic 
channels carried an unofficial feelet 
to India asking if asylum would be 
given to Chiang Kai-shek in event of 
a Communist invasion of Formosa. 
The Nationalist Government insists 
that no such eventuality is even being 
considered. 
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EXECUTIVE OFFICES: ONE GATEWAY CENTER, PITTSBURGH 22, 
PENNSYLVANIA © DISTRICT OFFICES: BOSTON + CHARLOTTE 
CHICAGO «+ CINCINNATI « CLEVELAND + DALLAS 
HOUSTON + MINNEAPOLIS + NEW ORLEANS » NEW YORK 
PHILADELPHIA + PITTSBURGH + ST.LOUIS » SAN FRANCISCO 


Although Corpus Christi lies almost at the tip of Texas, on the 
shore of the salty Gulf of Mexico, Columbia-Southern® has brought 
billions of gallons of brine to its plant there, from the great Palan- 
gana salt dome, 60 miles inland. This is less of a paradox than it 
seems, for with the huge quantities of brine involved in the manu- 
facture of chlorine, caustic soda- and other alkalies, it is far more 
costly to purify and produce saturated saline solutions from sea water 
on such a scale. 


The brine.is transported through a 14’’ pipe line—the nation’s 
longest cast iron line at the time of its construction in 1933. A 
down-hill flow the entire distance, the capacity is over a million 
gallons per day—equivalent to more than 125 tank cars of brine, 
or 30 freight cars handling 2,500,000 pounds of solid salt! 


This is one of numerous unique features of the Corpus Christi 
plant—the pioneer alkali operation in the Southwest, and a forerun- 
ner of the huge chemical expansion in that area. Other Columbia- 
Southern plants serving industry's needs for alkalies and related 
chemicals are at Lake Charles, Louisiana; Barberton, Ohio; Natrium, 
West Virginia; Bartlett, California; Jersey City, New Jersey. 





















THE ELECTROLYSIS OF BRINE 


Basis of most chlorine production—and therefore 
a large share of the production of its principal 
co-product, caustic soda—is the electrolysis of 
aqueous solutions of sodium chloride. 

Using diaphragm cells of ingenious design, the 
electrical decomposition results in chlorine gas, 
hydrogen gas and liquid caustic soda. 

Chlorine and caustic soda are essential in the 
processing and production of a multiplicity of 
products and rank among the most important of 
all the world’s manufactures. Columbia- 
Southern is one of the major producers of chlorine, 
caustic soda and other alkalies and related 
chemicals. 


COLUMBIA-SOUTHERN 
CHEMICAL CORPORATION 


SUBSIDIARY QF PITTSBURGH PLATE GLASS COMPANY 













SODA ASH « CAUSTIC SODA «+ LIQUID CHLORINE « SODIUM 
BICARBONATE « CALCIUM CHLORIDE «+ 
CAUSTIC POTASH + CHLORINATED BENZENES 
RUBBER PIGMENTS (Hi-Sil, Silene EF, Calcene TM) 
MURIATIC ACID ¢ PERCHLORETHYLENE ¢ PITTCHLOR 


MODIFIED SODAS 




















Regular slimline, left, gives 620 units of light. New High Output Rapid Start lamp, right, gives 840 units of light. 


NEW GENERAL ELECTRIC FLUORESCENT 
LAMP GIVES 3 MORE LIGHT 
THAN ANY PREVIOUS FLUORESCENT 


LIGHTS ALMOST INSTANTLY— General Electric announces 
the most important advance in fluorescent lighting in 10 
years: the new High Output Rapid Start fluorescent lamp. 
The 96-inch High Output lamp gives 36% more light 
than the most powerful G-E fluorescent lamp previously 
available. 

For new installations, General Electric High Output 
lamps offer this % bonus of light without increasing the 
number of fixtures or maintenance costs. 

This big increase in light, with no increase in lamp size, 
has been achieved through a special cathode developed by 
General Electric which permits a boost in lamp wattage to 
100. Because the cathode is of the famous General Electric 
triple coil design, these Rapid Start lamps light up almost 
instantly. General Electric High Output lamps have a rated 


life of 7,509 hours, the same as all General Electric general 
lighting fluorescent lamps. 

A new G-E base and socket design protects the lamp 
contacts by recessing them. A simple push-pull sets the lamp 
in its fixtures. 

HAS VARIETY OF USES 

The new General Electric High Output fluorescent 
lamp is especially suited for use in areas with high ceilings, 
in factories, warehouses, offices and stores. Also in store 
windows, showcases and other places where you want higher 
lighting levels in keeping with the modern trend. New 
fixtures designed for the G-E High Output lamp will soon 
be available from a number of lighting fixture manufacturers. 

For information, write to Lamp Division, General Electric 


Company, Dept. 166-US-12, Nela Park, Cleveland 12, Ohio. 
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Newsgram Washington, D. C. 


A look ahead to 1956, no longer so far away, suggests this: 

Eisenhower, in that year, most probably will permit a draft. 

Ike, at the halfway mark, is getting to like his job. He's relaxed, 
confident, more sure of the direction he wants to take. 

The Eisenhower desire still is to step out at the end of one term. That 
desire, however, no longer is a firm resolve. If history is any guide, the 
desire to step out. will become within 12 months a desire to stay in. 

If Ike is different and really refuses to run, then Earl Warren, Chief 
Justice of the U.S., will move up into the political limelight. 








Adlai Stevenson holds the strategic position emong Democrets. 

Stevenson vs. Eisenhower seems the probable lineup for 1956. 

Business, quite probably, will be good that year, employment hirh 

Ike will ask: Why rock the boat? Adlai will say: We can do it better. 

It isn't often that voters turn a party out of office when times are good 
and when there aren't very many things to grumble about. Every policy, from now 
until November, 1956, will be aimed at making things good. 











The Eisenhower goal is an era of good feeling at home and abroad. 

Ike will not pick a fight with anybody. At home, he'll steer a co ~~*° down 
the middle, try to occupy much Democratic ground. Abroad, he'll lean over 
backward to see the other fellow's point of view, avoid a fight. 

Emphasis will be placed upon avoiding controversy. 


A third party of those Republicans who dissent? It's highly imvroh> le, 
Too many Republicans look to Eisenhower to keep their rarty in power. 

Russia play along? Maybe, so long as she gets enough out of it. New U.%. 
policy permits Russia to get things she needs to build her industry, the be.cer 
to be able to win when the next showdown comes. 

But China? Isn't Communist China likely to touch off war? It's very 
doubtful. She'll huff and puff and make much noise, but probably not pick a 
fight. Communist China is highly overrated as a world power. 








What about Americans held prisoner? "Moral force" will be brought to bear 
to free them. Ransom? Possibly, later. Communists might give some of them up 
for 130 million dollars of assets frozen in this country. 

Broken armistice in Korea. Fight over that? No. More words, maybe. 
Indo-China? Retreat will go on there. Communists keep gains? Yes. 














Emphasis now is to be on “economic war." New plan is to fight with U.S. 
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dollars, to battle Communists with money, try to convince people that they are 
better off on the non-Communist side than on the Communist side. 

Containment? It's de-emphasized. Liberation? It's the "eventual" goal, 
no longer mentioned openly. Signals all are being changed. 








Business at home is showing real strength. Christmas trade is going to be 
better than expected. Auto sales are running well. Industry, in most lines, is 
expanding operations, stepping up employment. _ 

People give every indication of being in a buying mood. It's the ordinary 
individual with a stable of rising income who will give business its real lift 
during the year ahead. Industry itself probably will do a little less investing 
in new plant and equipment. Federal Government will spend about what it has 
been spending. It might actually cut a little. 











Ike's budget outlook is much better than being pictured. A balanced budget 
definitely is a possibility for the year to start next July l. 

It depends on tax cuts. Present law calls for a cut in corporation taxes, 
excises. Congress probably will delay or cancel those cuts. 

If cuts are avoided, budget outlook in billions is this: 

Year ending June 30: Outgo: 63.5. Income: 59.3. Deficit: 4.2. 

Year starting July 1: Outgo: 65.8. Income: 63. Deficit: 800 million. 

Spending cuts could bring a balance. Cash income, cash outgo in that year 
almost surely will be in balance, with a substantial surplus. Improved 
business, rising income will add to Government revenues from present taxes. 

The private economy, in other words, is likely to be on its own in the year 
to start next July 1. Government will not be adding to inflationary forces 
unless scheduled tax cuts go through or new tax cuts are voted. 

Pessimistic talk about Government finances is designed to discourage 
Congress from new tax cuts, encourage Congress to cancel scheduled cuts. 











Stock market, after its sharp rise, may be due for adjustment. 

Stock yields for industrials on Dow-Jones averages are down to 4.28 per 
cent. That's still 1.39 points above yield on high-grade corporate bonds. 
Spreads are narrowed sharply, however, and some stocks yield less than long-term 
Government bonds. Bargains may not be as numerous as they once were. 

Dividend outlook suggests a rise for 1955. Dividend rise of 5 per cent, 
with no change in bond yields, would increase spread to 1.6 points. 

That's considerably above spreads prior to previous bull-market tops. 
Within bull markets, however, there often are sharp readjustments. 














People are borrowing more to buy stocks. Borrowing by customers of brokers 
amounted to 2.1 billions on November 1 and it's risen since. That's not a large 
total relative to the market value of all stocks, but borrowers sometimes could 
be hurt if a market setback should occur. For example, a customer with a debit 
balance of 50 per cent of market value could suffer a 20 per cent drop in his 
equity, with a 10 per cent decline in value of stocks. . 








Planning officials of Government are pleased with the way the whole economy 
is functioning just now. There'll be no early change in policies affecting 
money volume, interest rates, margin requirements on stocks. 
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The world was troubled when that star first came... 
then, too, dictators in far lands oppressed those who 
sought the contentment of family, church and their work. 


But we still have the STAR. The Star of Bethlehem 
...in our city, our community. In our troubled era, 
may it guide us in all our relationships in the years to 
come. May we by prayer, thought and work come to 
fulfillment of Peace on Earth and Good Will to Men. 


In this spirit, we wish to all a Merry Christmas and 
a Happy New Year. Fairbanks, Morse & Co., 
600 South Michigan Avenue, Chicago 5, Illinois. 





FAIRBANKS-MoRSE 


a@ name worth remembering when you want the best 
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> NATIONAL CHAIRMAN of the Demo- 
cratic Party, picked for the job of get- 
ting ready for the 1956 presidential elec- 
tion, is a politician widely regarded as 
an experienced “pro” in the game even 
though he has not had much national 
notice. He is Paul M. Butler, 49, a law- 
yer from South Bend, Ind. He has been 
active in every election campaign since 
he was old enough to cast his first vote. 

Significance of his election as Nation- 
al Chairman is that he is a friend of Ad- 
lai E. Stevenson and will control party 
machinery when the next national con- 
vention rolls around. Outlines of strategy 
to renominate Mr. Stevenson already can 
be foreseen. Mr. Stevenson, for the next 
year, is to be less active in politics. This 
keeps him from being an easy target for 
a “stop-Stevenson” movement. And Mr. 
Butler, during his first week after elec- 
tion, suggested at least eight other Demo- 
crats as possible nominees. Some poli- 
ticians thought this might be a way of 
scattering anti-Stevenson forces. 

Mr. Butler has managed congression- 
al campaigns in Indiena, was a district 
party chairman for six years. In 1952 
he was elected a National Committee- 
man, defeating Frank McHale, chairman 
of the party’s credentials committee, and 
was pro-Stevenson head of the Indiana 
delegation at the National Convention. 
Last year he was appointed to the party’s 
executive committee. 


> SAM RAYBURN, one of the most ex- 
perienced of all Democratic politicians, 
is trying to get Democrats to fire only 
selective shots, not scatter-gun barrages, 
at President Eisenhower. 

Mr. Rayburn has been in the House of 
Representatives nearly 42 years, has been 
its Speaker longer than anyone else in 
history. He came in with Woodrow Wil- 
son’s Administration and has served un- 
der three Democratic and three Repub- 
lican Presidents before Mr. Eisenhower. 
He knows politics—and a recent experi- 
ence he had shows the trend of his think- 
ing. 

Newspaper stories quoted Mr. Ray- 
burn as saying that the President does 
not know his job, that “I just don’t see 
how military experience could qualify 
a man for the Presidency.” Mr. Ray- 
burn is denying the stories that he de- 
nounced Mr. Eisenhower as a man who 
does “not know anything about his job.” 
Instead, he says, he will support the 
President “when he’s right, oppose him 
when he’s wrong.” That foreshadows 
future tactics. 
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COLD-STORAGE DOLLARS 





> NEW MONEY-MAKER for the 
U.S. found activity in his cur- 
rency-printing plant settling down 
to normal when he was appointed 
last week as Director of the Bu- 
reau of Engraving and Printing. 
The new Director, Henry J. Holtz- 
claw, (above), started in the Bu- 
reau 37 years ago, worked up as 
an engineer. 

The money presses have rolled 
on a secret project since Mr. Holtz- 
claw became Associate Director 
in 1950. The secret, now out, is 
an extra year’s supply of money 
stockpiled for use if bombing de- 
stroys the printing plant. With 
things normal, the Bureau will 
print about 9 billion dollars’ 
worth of money in the year end- 
ing next June 30. While the secret 
hoard was being printed, annual 
output rose to 16 billions. 


—United Press & USN&WR Photos 











The Texan will be Speaker of the 
House in the new Congress. He will have 
to help shape political issues for the 1956 
campaign. He will probably start hot 
political fights with the Administration, 
But he will pick his spots. 


> GEORGE M. HUMPHREY was regard- 
ed as a near wizard, in the business 
world, at financing, organizing and run- 
ning big operations. But after nearly 
two years as Secretary of the Treasury 
he still is finding that Government f- 
nance is hard to regulate. In business, 
for instance, you can sell or abandon a 
costly operation. But, in Government, 
how can you get rid of costly armed 
forces, or abandon many other expensive 
functions? 

Latest revelation of Mr. Humphrey's 
problems was his admission last week 
that the new budget, to be submitted to 
Congress in January, probably cannot 
be balanced, may go in the red as much 
as 3 billion dollars. That’s the way the 
Administration came out in the 1954 fis- 
cal year, after trimming billions off the 
Truman budget. In the current (1955) 
fiscal year, ending next June 30, it ex- 
pects to go in the hole 4.6 billions. 

Here is what creates the problem: Mili- 
tary spending is unlikely to be cut much 
more. Some cuts in spending for civil 
functions already have been made. Taxes 
have been reduced, and Democrats, tak- 
ing control of Congress, talk of more tax 
cuts. And now there is pressure for en- 
larging U.S. aid to Asia. 

If the new budget is out of balance, 
the Administration will have only one 
more chance—in the budget submitted in 
January, 1956—to make income equal 
outgo before the 1956 election. 


> NELSON A. ROCKEFELLER may join 
the White House staff soon as President 
Eisenhower’s administrative assistant on 
foreign policy to plug a gap left by de- 
parture of two men on whom the Presi- 
dent relied for advice. One is C. D. Jack- 
son, who resigned last April as White 
House “cold war” expert. The other is 
Walter Bedell Smith, former Under Sec- 
retary of State, who is a close friend of 
the President. 

Main job of Mr. Rockefeller will be 
to mesh “cold war” strategy with foreign 
aid. He is experienced in the field from 
both official and private jobs. In 1940, 
he established economic and cultural 
programs for Latin America as an ap- 
pointee of President Roosevelt, later be- 

(Continued on page 16) 
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Conveyor rolls made of Armco ZINCGRIP Tubing resist corrosion, last longer. 


Armco ZINCGRIP Tubing gives your product 
all-around rust protection 


(even the weld is specially zinc-coated) 





Chances are you know how welded steel tubing per- 
mits more modern designs for many products. But 
maybe you haven’t considered tubing because your 
product needs rust protection. ese 





Now you can get Armco Welded Steel Tubing made You have to look closely to see the faint line where Armco ZINCGRIP 
of ZINCGRIP, a special steel coated on both sides Steel Tubing has been welded. This seam is specially coated against rust. 
with zinc by a patented process. This zinc coating 9 .----------------------- 7-0 7 
rovi i or , ARMCO STEEL CORPORATION ' 
p ides protection from rust—it won't peel or flake 644 Curtis Street, Middletown, Ohio ! 
in severe working. Even the welding flash is planed ' 
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For further information on how this new tubing can 
reduce your manufacturing costs and assure complete 
rust protection for your products, mail the coupon. Cn OR AE REME  RC an a 
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came Assistant Secretary of State for 
Latin-American affairs. 

Mr. Rockefeller’s private economic ex- 
periments in Latin America set a pat- 
tern of mixing investment with training 
in American technical know-how. One of 
the Rockefeller corporations, for instance, 
promoted new enterprises in agriculture 
and other fields in Brazil and Venezuela. 
His idea was a forerunner of President 
Truman’s Point Four program and of a 
new Asien-aid program being discussed 
by the Eisenhower Administration. 


> ARTHUR E. SUMMERFIELD, the Post- 
master General, is putting special meas- 
ures into effect to make his half million 
mail-handling Santa Clauses run on time 
this year, even though the Christmas load 
of mail is the heaviest in history. 

Packages and cards, if mailed soon 
enough to give the Post Office about 
normal handling time before Christmas, 
will get to destinations on time. Mr. 
Summerfield himself is credited with 
initiating changes that overcame much 
of the Christmas delay that had been 
complained about. 

This year the Christmas mail load will 
boost to about 10 billion pieces the let- 
ters and packages handled by the postal 
system in the last three months in the 
year. To handle it, the Post Office is 
hiring less—not more—extra help. 

The extras, it was found, often didn’t 
learn the job until the rush was about 





—Horace Bristol 


PREMIER HATOYAMA 
. an embarrassing best seller 


over. Also, there were reports that some 
were hired for political purposes and 
hardly worked at all..Now, instead, regu- 
lar postal workers are kept on overtime. 
They do more work per dollar—and their 
morale is boosted by the extra pay. This 
year about 1.5 million hours of overtime 
will be worked. 

The system, tried last year, got Christ- 
mas mail distributed by Christmas, and, 
says Mr. Summerfield, it saved nearly 5 
million dollars. 


BIGGEST CARRIER: VINSON’S “BABY” 


> CARL VINSON, an astute Georgian whose 40 
years in Congress have been devoted to fostering 
U.S. strength, is the man who made sure the U. S. 

Navy would have the new U.S. Forrestal. 
The 59,650-ton Forrestal, newly launched, is the 
world’s largest warship, was designed to handle 90 
planes large enough to drop 





The 


atomic bombs. She is the first 
of four such carriers slated for 
one-a-year building. 

Mr. Vinson (left) may push 
for a fifth big carrier in the 
new Congress, where, as a Dem- 
ocrat, he will head the House 
Armed Services Committee. 
Georgia Congressman, 


who studies closely the facts 
and figures of U.S. defense, was irked by cancella- 
tion of an earlier supercarrier. With sheafs of facts 
and the aid of the late Adm. Forrest P. Sherman, 
then Chief of Naval Operations, he got civilian offi- 
cials and the Joint Chiefs of Staff to agree on the 


Forrestal in 1951. 
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> JAPAN’S NEW PREMIER, a prewar 
Education Minister who once wrote a 
book praising Hitler and Mussolini, pre- 
sents a touchy problem for the U.S, 
even though the Premier, Ichiro Hato- 
yama, says he is pro-American and 
anti-Communist. 

Hatoyama and most of his allies com- 
plain about U.S. troops in Japan, want 
more “independence” from the U.S, 
more trade with Communist China, dip- 
lomatic relations with Russia. They say 
that trade will relieve economic troubles 
and that recognizing Russia will reduce 
world tensions. Until new elections, prob- 
ably within four months, political in- 
stability will make more difficult the 
U.S. job of putting Japan on her feet 
economically. . 

Hatoyama’s prewar jobs included Chief 
Cabinet Secretary and auditor of Japan 
Starch Company. His 1938 book prais- 
ing Europe’s dictators was a Japanese 
best seller. He did not take an active part 
in the war, but when elected Premier 
in 1946 he was barred from office by Gen. 
Douglas MacArthur on the ground that 
Hatoyama “consistently supported” Jap- 
anese aggression. 

Present political allies of Hatoyama 
include Mamoru Shigemitsu, wartime 
Foreign Minister who signed Japan’s sur- 
render in 1945, and Kichisaburo Nomura, 
the Japanese Ambassador who was talk- 
ing peace with Secretary of State Cordell 
Hull when Japan bombed Pearl Harbor. 
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BUNDY 


Has he growled his last Growl. 
or will your brakes work‘? 


1 Bundyweld lifelines in your 
car’s hydraulic brake system 
are 15 times stronger than 
necessary to save your life. 


Leakproof Bundyweld helps 
keep oil where it belongs in 
your car—with no delays, 
costly repairs, ruined engine. 


BUNDYWELD TUBING 


TUBING 


a 
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3 Gasoline lines of Bundyweld 


won’t fail you, despite con- 
stant beating from flying 
rocks, punishing’ vibration. 


To help keep push-button 
windows foolproof, manufac- 
turers depend on Bundyweld 
to conduct the hydraulic fluid. 


‘The lifelines of 
COMPANY 



















Chances are good you'll stop in time — 
in any emergency. One good reason: the 
designers and builders of today’s high- 
speed cars insist on leakproof Bundyweld 
Tubing for hydraulic brake lines. Bundy- 
weld is remarkably resistant to vibration 
fatigue, won’t burst from high braking 
pressures. In fact, Bundyweld is so de- 
pendable it’s used in 95% of today’s cars 
in an average of 20 applications each, 


Made by the world’s 
largest producer of small- 
diameter tubing, Bundy- 
weld Steel Tubing is the 
only tubing double-walled 
from a single metal strip, 
copper-bonded through 
360° of wall contact. 





your car” 


DETROIT 14, MICHIGAN 
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This electronic data processing system, utiliz- 
ing high-speed magnetic tapes, is more widely 
used than any other giant computer. 








GIANTS GET THINGS DONE... 


\ 





at 14,000 operations a second! 


= Giant IBM Electronic Data Processing 

a Machines are getting things done fast at 
General Electric and United Aircraft. 
They are doing all kinds of work from 
production planning and job sequencing 
operations to helping engineers design 
components of a wide variety of products. 











Both of these companies wanted to make 
the services of these electronic machines 
available to geographically separated 
plants. Fast and automatic transmission 
of data was required. Other IBM products 
solved this wire transmission problem: 

the IBM Transceiver, over telephone 
circuits; the IBM Card to Tape Machine, 
over telegraph circuits. 


For the last twenty months, IBM giant 
EDPM equipment has been serving such 
leading companies as Boeing, Convair, 
Douglas, Lockheed, and North American, 
as well as the United States Air Force, 

the United States Navy, and other branches 
of the Federal Government. For all business 
and industry, IBM’s EDPM equipment 
suggests many exciting new possibilities. 














Electronic 
WORLD’S LEADING PRODUCER OF IBM Data 
ELECTRONIC ACCOUNTING MACHINES or Processing 





International Business Machines Corp., 590 Madison Ave., N.Y.22, N.Y. |W@achines 
































Many a kerosene lamp and lantern smoked before the benefits of Edison’s 
beams got to Ed’s barn. Light dawned first in urban areas, slowly spread to 
rural home and farmstead. Today, farmers accept electric power as their most 
valuable hired hand, employing it for more than 300 uses, including heating 
and ventilating and operating a full 










line of home appliances. Elec- 
trification relieves the farmer 
and his wife of drudgery, 
gives them a new pride 
in their citizenship and 
their community. 
Contributing to these 
benefits are the Sund- 
strand machine tools 
used in the manufacture 
of electrical components 


. from generating sta- 
Sundstrand Special Rigidmil Milling 
Machine for milling back of blades 
for power generating turbines. 





tion equipment to electric 
motors for the farm. Sund- 
strand’s ‘“‘Engineered Production” 

Service*, equipment, and technical know-how help bring costs down, produc- 
tion up. Electrical farming is just one of the many fields served by Sundstrand’s 


eight divisions. Perhaps Sundstrand is a name to remember in your business, too. 








A name 
to remember in 
your business! 


SUNDSTRAND 


8 Sundstrand divisions 


MACHINE TOOL DIVISION 

~—lathes, Milling Machines, 

F nat rne aor ep Centering 
BenchCenters, Balonc- 


ing Tools. 


eral kg bac 


Machines, T: Work-holding 


Cle ovis AVIATION DIVISiON— 
~  Constont Speed Hydraulic 


FUEL UNIT DIVISION — 
Pumps used by the nation's lead- 
ing oil bumer manufacturers. 





Yin Saar ne hea 
Waeduaning S Maieinorking 
-e shoe 
: FOUNDRY DIVISION—Groy 
manufacturers. 





SUNDSTRAND 


MACHINE TOOL Co. 


EDTREORP.. aeasmots 




















VOLUME XXXVII—No. 25 


U.S. News & World Report 


WASHINGTON, D. C. 





— 


ARMISTICE BROKEN 
—WILL U.N. FIGHT? 


Talk and a Resolution 


Reds in Korea are challenging the U.N. 


Communists have moved 


troops and supplies into Korea. They have 
even moved railway lines to defy internation- 
al control. They keep U. S. fliers in Red jails. 

U.N., thus, faces this choice: Act, or bow 


to Communist force. 


Truce in Korea at this time is being 
broken openly by Communists. 

A challenge to resume war, as a result, 
now faces the United Nations. Com- 
munist China, with the approval of Soviet 
Russia and Communists the world over, is 
testing the strength and purpose of the 
U.N. and of the U.S. 

Many of the important conditions of 
the armistice entered into on July 27, 
1953, stand violated today. 

American fliers, captured during war- 
time in the uniform of the U.S. Air 
Force, are held prisoner in open defi- 
ance of the truce terms. These 
men, who fought the troops of an 
aggressor as members of the forces 
of the U.N., are held in Red jails 
in China as “spies” and “criminals.” 

Whole squadrons of Communist 
jet-fighter planes have been flown 
into North Korea in defiance of 
the truce. New airfields, banned 
by the truce, are being built by 
Communists. They have actually 
moved railway lines away from 
the agreed control points between 
Red China and Korea so that truce 
teams cannot check on truce viola- 
tions, 

The problem. Alternatives to a 
truce, as a result, are being forced 
upon the United Nations by Com- 
munists. The alternatives: to bow 
to the Communist challenge, or 
to do something to meet it. 
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Most to Expect Now 


End of the truce could bring a shooting 
war, a naval and air blockade. Both are out, 
rejected by heads of state. 

Instead, the U.N., at this stage, is using 
words, not weapons, applying ‘moral force.” 

Communists, so far, are not impressed. They 


threaten more use of force, more challenges. 


Various means of doing something to 
meet the challenge are available. 

Shooting war can be resumed by the 
United Nations in Korea or at some other 
point where Red China is vulnerable. 
Korean war, in the absence of a signed 
peace treaty, is still technically under 
way. Conditions that led the United 
States and its allies to quit shooting have 
been violated by the Communists. As 
of now, however, the weight of opinion, 
in the United Nations and in the United 
States, is against the-use of shooting war. 
Communists know this. 


Can the U.N. 
Blockade Red China? 


Article 42 of the United Nations Char- 
ter says that the Security Council “may 
take such action by air, sea or land 
forces as may be necessary to maintain 
or restore international peace and se- 
curity. Such action may include dem- 
onstrations, blockade, and other op- 
erations by air, sea or land forces of 
Members of the United Nations.” 

The U.N. Charter, containing this 
provision was approved by the U.S. 
Senate, 89 to 2, on July 28, 1945. 


A naval and air blockade to cut Red 
China off from use of the sea for inter 
national trade is urged by some Ameri 
can leaders. The U.S. Joint Chiefs of 
Staff are ready to accept this approach. 
President Eisenhower and most other 
heads of governments in the United 
Nations oppose it. At present, Red 
China’s trade with some U.N. mem 
bers actually is increasing. 

Demonstrations of military power also 
are possible. At the order of the United 
Nations, air and’ sea power could be dis 
played off Red China’s coasts. U. N. forces 

could be put in military readiness 
to act against China. 

Other military action, short oi 
all-out war on Communist China, 
also is possible. Many such pro 
posals have been studied by the 
military commands of the U.S 
and other United Nations coun- 
tries. 

All such moves to apply mili- 
tary pressure upon the Commu- 
nists, however, are being rejected 
by the U.N. governments, includ- 
ing the United States. The mood 
of top leaders responsible for 
such decisions is not for military 
action. 

Moral pressure? Instead, the 
purpose is to seek, at this time, 
only “moral condemnation” of the 
Communists by the United Na- 
tions. The decision is to debate 
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—+> For five years, one concession after another has been 
made by U.S. to Communist China. 


—— Every concession made paves the way for a new 
concession. 


—— At some point U.S. will be forced to say, with or with- 
out backing of other nations: “Thus far and no further.” 


——} The longer the delay in taking a stand, the greater 
the danger, the greater the problem. 


A firm stand by U.S. may bring the Communists of 
China to their senses. 


Absence of a firm stand may lead to provocation by 
Communist China that cannot be ignored. 





a 


Naval power in the past has often been called upon 
without war. Air power similarly can be used now, 
short of full resort to arms. 


All four members of the U.S. Joint Chiefs of 
Staff agreed they would go along with a naval 
blockade of the Red China coast. Three of the 
Chiefs of Staff, without Matthew Ridgway, 
Army Staff Chief, were ready to take steps be- 
yond a naval blockade. 





President Eisenhower, on foreign-policy grounds, 
ruled out any blockade against the Chinese Com- 
munists at this time. 


Photo: Harris & Ewing © 1954, By U.S. News Pub. Comps 
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and to pass a resolution denouncing the 
Communists for doing what they are 
doing. 

Idea is first to rally as many U.N, 
members as possible to the thesis that 
the Communists have done wrong. Ty 
many, this action means a decision to 
bow to the Communists. 

Net result of using words, not military 
action, to meet the Communist challenge 
is to encourage more defiance from the 
Communists, in the opinion of military 
leaders. Red China’s Premier, Chou En- 
lai, already has reacted publicly to the 
U.N. plan to pass resolutions. He has 
threatened to attack Formosa, Chiang 
Kai‘shek’s stronghold. 

Other results of the U.N.’s failure to 
undertake military action are expected 
to be these: 

American prisoners will remain in 
Communist jails with little or no prospect 
of release in the near future. Other 
United Nations prisoners held in Red 
China also will stay there. A list of 2,840 
unreleased prisoners, including 526 
Americans, was presented to Chinese 
Communists last August. Many of these 
are presumed dead, but some are known 
to be alive. 

North Korea, it is now clear, will b 
incorporated into the Communist en- 
pire, virtually as a province of Red China. 
This part of Korea will be built into a 
possible springboard for attack on the 
rest of Korea. Intelligence reports reach- 
ing the U.N. command from Korean 
sources show that this build-up is already 
under way. 

South Korea will continue to be sub- 
jected to infiltration by Communists. As 
elsewhere along the border of the Con- 
munist empire, South Korea will be 
steadily infiltrated by Communists wh 
eventually will seek to take over what is 
left of non-Communist Korea by subver- 
sive action and political sabotage. 

All along the line, if experience is a 
guide, Communist successes will mean 
that the challenge which now faces th 
U.S. and its United Nations allies in Ko 
rea will be repeated, again and again. 

War of words. Argument for moral 
condemnation, as advanced by those who 
favor it, runs like this: 

e A U.N. resolution denouncing Red 
China for breaking the truce will only 
be the first step. It will win the support 
of many neutrals who would not other 
wise line up on the U.S. side. 

e An opportunity “to save face” will 
be given the Chinese Communists by de- 
laying further U.N. action. It is hoped 
the Reds will seize the opportunity, te 
lease the imprisoned U. S. fliers and give 
other signs of a change in heart. 

e Further U,N. action, U.S. officials 
say, is “to be considered” if the Chinese 
Reds pass up their opportunity. 
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Actually there are few hopes that the 
Communists will undergo a change of 
heart, having thus profited by showing 
up U.N. reluctance to take military ac- 
tion in defense of the broken truce. 

The military view, as held by most 
U.S. military leaders and many political 
leaders, too, is that more is at stake in 
this crisis than the fate of a few prisoners 
in Red China. 

Behavior of anti-Communist troops in 
any future war, as these leaders see it, 
will depend to a considerable extent 
upon the outcome of this crisis. If sol- 
diers feel that they will be abandoned 
if captured, that shooting war can end 
and peaceful relations be established 
while prisoners remain in Communist 
hands, morale will suffer. 

What U.N. can do. Measures short 
of war, as a result, are urged upon U.S. 
leaders by these military men. They 


HOW REDS BROKEQTHE TRUCE aia | 





A History of the Korean Armistice Agreement 


WHAT THE CHINESE COMMUNISTS WHAT THE CHINESE COMMUNISTS 


suggest all sorts of combinations of meas- PROMISED IN WRITING : ACTUALLY HAVE DONE : 
ures designed to show Communists that j 
the United Nations means business. To “cease the introduction into Korea “Large numbers” of MIG-15 
Air and sea forces under a United Na- of reinforcing combat aircraft.” fighters being flown into North 
tions command, for example, can seize . Korea have been detected by the 
all Chinese Communist coastal shipping, “ees i U.S. Air Force. 
can blockade the coastal traffic which is 
rn os of apap y-yang ® aa be To “cease the introduction into Korea Red fliers for new jets have joined 
= i Po sag | of reinforcing military personnel” Communist f in North ; 
A demonstration of U.S. air power is suis Meben des nat cakiilen Red “ne heat en 
unofficially proposed by some. In Korea, : strengthened wot 
to take one example, U. S. bombers might = ‘ : : 
strike at the new Red airfields, built in _— . 
defiance of the truce. Officially they do To move all personnel and Designated ports of entry between 
not exist, and so, it is said, a protest by equipment into Korea only through Red China and Korea have been 
Red China would be difficult. designated ports of entry, where ignored by Communists. Instead 
These and similar considerations are Neutral Nations Inspection Teams they use newly built frontier 
involved in the thinking of the Joint are located. : crossings, thus avoiding 
Chiefs of Staff, who advise the President i all inspection. 
on military policy. You get the thinking ‘ 
of these men in the chart on page 22. To “afford full protection and all | Communiets heve se obstructed the 
There is unanimity within the Joint possible assistance and co-opera- ‘ work of inspection teams that 
Chiefs on a blockade as one possible tion” to the Neutral Nations neutral Sweden has said there has 
step short of war. The United Nations Inspection Teams. been no control of some areas in 
Charter itself contemplates such action, i North Korea “for many months.” 
in an article approved by the U.S. Con-  ~ sp 
ress when it approved the Charter (this ' 
og is =e * gredlnapeniris “ furnish complete information : U.N. officials still seek information 
Pp I pag ) all ol 
Unanimity of the Security Council, in on a pipanete of vem, about 2,840 Allied personnel, 
which Soviet Russia hes a veto, is re- including 526 Americans. Most of 
quired for action under the Charter a are believed dead, but 
; ; ommunists have not furnished 
article. But other means of invoking } what inlernation thay b 
U.N. action in the Assembly, in which ; ges 
Russia has no veto, can be put to :, ‘ 
trial. _ To repatriate prisoners of war who Eleven U.S. airmen, shot down in 
At this stage, however, the Commu- want repatriation ‘without P Korean war while on mission in 
nist challenge rising from Red China’s | offering any hindrance.” uniform, have just been sentenced 
breaking of the Korean truce is to be met | - to jail by Chinese Reds as “spies.” 
by words, not action. Le —o — too, are still 
_ For an account of how a group of al- } ‘ i 
lied nations once restored peace and j Question before the U. N.-- 
order to pm see page 24; Communist ! 
wooing of Japan is described on page 
42; the arguments that are being made WHAT To a0 NOW THAT THE REDS 7 
for severing relations with Russia and its | HAVE BROKEN THE TRUCE? 
Satellites are explained on page 126. (oo eee te elias os nhl J 
Photo: Wide World © 1: 54. By U.S. News Pub. Corp 
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U.S. TROOPS DID GO INTO CHINA 


Invasion by 6 Nations Brought Peace and Order 


It used to mean trouble for 
other nations if they mistreated 
American citizens. U.S. troops 
would move into action. 

In the Boxer Rebellion, for in- 
stance, U.S. troops invaded 
China to rescue Americans be- 
sieged in Peking. 

Now, in that same city, Ameri- 
cans once again are being held 
illegally. And some people are 
urging return to strong action. 


There’s nothing startlingly new in 
the idea, now being advanced in some 
quarters, that the United States should 
blockade Red China to force release 
of those American war prisoners jailed 
by the Communists as “spies.” 

The United States, for 150 years, has 
been using armed force to’ protect its 
citizens against mistreatment in foreign 
lands. History shows more than 140 oc- 
casions on which U.S. troops have gone 
into other countries in defense of Amer- 
ican lives and interests—without going 
to war. 

A whole squadron of naval vessels has 
been dispatched to obtain the release 
of a single American citizen. Marines 
have landed in many countries where 
Americans were in danger. 

The U.S. once sent an expeditionary 








A BESIEGED LEGATION 





THE BOXER REBELLION OF 1900 


force of 6,000 soldiers, sailors and ma- 
rines to fight their way into China for 
the rescue of a few beleaguered Ameri- 
cans in Peking. 

It is to this famous episode in Amer- 
ican history that some proponents of 
forceful action against China now are 
turning as a precedent. They find, in 
the story of the Boxer Rebellion of 1900, 
a dramatic example of the way the 
United States used to deal with abuse of 
its citizens in China and around the 
world. They find, too, some parallels— 
and some contrasts—with situations and 
policies of today. 

Peking is now the Chinese Communist 
capital, where Chinese once again are 
holding helpless American citizens in 
violation of international law. 

Pitched battles. In 1900, when Amer- 
icans were murdered in China and 
the American Minister was besieged 
by Chinese soldiers in Peking, the 
United States did not stop with notes 
of protest. The U.S., at that time, had 
an Army of only 65,000 men, a small 
Navy. Yet 15,000 American troops were 
set in motion toward far-distant China; 
6,000 reached the battle zone. Pitched 
battles were fought with big Chinese 
armies. 

The United States, in this case, did 
not act alone. There was no United 
Nations in those days, but the men- 
ace—then as now—was not confined to 
a single country, and six great nations 
united to take joint military action 
against the offending Chinese. The be- 


sieged diplomats were rescued by force. 
No war resulted. 

Histories of that period tell a dramatic 
story of how American citizens were pro- 
tected in this instance. 

Trouble had been brewing in China 
for several years. China, in 1900 as in 
1954, was hostile to the West. Chinese, 
who had kept themselves isolated from 
the world for centuries, were resentful 
of the “white devils” then opening up 
backward China to international trade 
under the Open Door policy sponsored 
by U.S. Secretary of State John Hay. 

A Chinese secret society was organ- 
ized with the avowed object of driving 
the foreigners out of China. Members of 
the society were called “Boxers” by the 
West because of the way they waved 
their arms in battle—believing the mo- 
tions would protect them from bullets. 
The organization’s name in Chinese, 
meant “righteous harmony band.” 

The Boxers began murdering mis- 
sionaries, attacking foreigners of all 
nationalities. Even diplomats, whom the 
Chinese Government was obligated to 
protect under international law, soon 
were found to be in danger. 

Special military - guards—350 men 
from several countries, including 50 U. 5. 
marines—were rushed to Peking, the 
ancient Chinese capital where all the 
foreign legations were located. On June 
4, 1900, railroad and telegraph lines to 
Peking were cut. Boxers surrounded the 
capital. It was feared the entire foreign 
diplomatic corps would be massacred. 








MARINES STORM PEKING‘S WALL 


When American lives were endangered, U. S. held China to ‘‘the uttermost accountability” 
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‘The U.S. Minister, Edwin H. Conger, 


appealed to Washington for help. 

The response of the U.S. Government 
was quick and strong. Secretary of State 
Hay served notice on the Chinese Gov- 
ernment that the U.S. was determined 
upon “protection of lives and property 
of our citizens.” “If wrong be done to 
our citizens,” he declared, “we propose 
to hold the responsible authors to the 
uttermost accountability.” 

President William McKinley backed 
up this warning with action. U.S. troops 
were rushed to China from the Philip- 
pines, more troops were started on the 
long sea journey from San Francisco. 

United action in 1900. Other coun- 
tries—Russia, Great Britain, France, Ja- 
pan and Germany—acted with similar 
dispatch. On June 17, European ships 
shelled and captured the Chinese forts 
at the port of Taku. An international 
force of 2,000 men, including 140 U.S. 
marines set out for Peking. 

Meanwhile, the situation in Peking 
was growing steadily worse. On June 20, 
the German Minister, Baron von Kette- 
ler, was murdered by rioting Chinese. 
Boxers began firing on the foreign lega- 
tions. All the 925 occidentals in Peking 
—diplomats, their staffs and their fam- 
ilies, representing 10 nations—took refuge 
in the British legation. The 350 military 
guards attached to the various legations 
set up their defenses around the British 
legation’s walls. The siege was on. 

In all the preceding trouble, the Man- 
chu rulers of China had done little or 
nothing to curb the attacks on foreigners. 
In fact, the aging Empress Dowager Tzu 
Hsi was found to be secretly encourag- 
ing the Boxers. After the foreign attack 
on Taku’s forts, regular Chinese troops 
joined the Boxers against the invaders. 
The 2,000-man relief expedition, faced 
by such growing opposition, was turned 
back near Tientsin late in June, with 
heavy losses. 

A larger force was then assembled. It 
numbered over 22,000, including 5,000 
U.S. soldiers, nearly 1,000 U.S. marines, 
a few U.S. sailors, 4,800 Russians, 8,000 
Japanese, 3,000 British and 800 French. 
Promised German forces arrived too late 
to participate in the fighting. 

Maj. Gen. Adna R. Chaffee was sent 
from the United States to take command 
of the American contingent. 

The advance to Peking that followed 
has become famed in U.S. military an- 
nals. Heroes that emerged from that ex- 
pedition went on to military prominence. 
Among them were Smedley D. Butler 
(then a Marine Corps lieutenant, later 
Marine Commandant), Charles P. Sum- 
merall and Malin Craig (then Army 
lieutenants, later U.S. Army Chiefs of 
Staff). 

(Continued on page 26) 
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U.S. troops went into China for the first of more 
than 20 times. 


U.S. forces entered Japan to protect American 
Minister. 


U.S. naval forces razed five Korean forts, killed 
240 Koreans to avenge attacks on U.S. ships. 


In Boxer Rebellion, when U.S. missionaries 
were murdered and American and other 
foreign diplomats were besieged in Peking, 
U.S. sent 6,000 troops in international army 
that invaded China, captured Peking. 


U.S. Marines went into Panama, stayed 11 
years. 


When a U.S. citizen, named Perdicaris, was 
kidnaped by a Moroccan chieftain, Raisuli, 
U.S. Navy squadron backed up demand: 
“Perdicaris alive or Raisuli dead.” 


U.S. Navy seized Vera Cruz, Mexico, after 
arrest of U.S. sailors. 


U.S. Army, led by Gen. John J. Pershing, 
invaded Mexico in pursuit of Pancho Villa’s 
bandit forces. 


U.S. troops were sent to fight in Russia during 
Bolshevik Revolution. 
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...OF SOUTH CAROLINA’S 
CONTINUING SUPPLY OF 


INDUSTRIAL MANPOWER 


Industrialists locating in South Carolina 
quickly realize the advantages of fresh- 
from-the-farm, highly adaptable and in- 
telligent manpower. Proof of the continu- 
ing availability of industrial manpower in 
South Carolina is the fact that South 
Carolina ranks third in the nation in rate 
of manpower replacement. For every 100 
men on the farm who die or retire at the 
age of 65, there are 215 farm boys 27 years 
of age and up to replace them.* 

This is only part of the manpower 
story that has made it profitable for hun- 
dreds of diversified industries to locate in 
South Carolina. 

For full information on the many ad- 
vantages South Carolina offers you and 
your industry, telephone LD 94, or write: 


State Development Board 
Department US-12 
Columbia, South Carolina 


*Study by Clemson College 
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Military veterans still talk about 
“Reilly's Battery,” which blew down the 
ancient gate of Peking with artillery fire, 
and of Army Musician Calvin P. Titus, 
who was the first to scale Peking’s wall 
and plant the American flag above the 
Manchu capital. 

By World War II standards, the lib- 
eration of Peking was only a small ex- 
pedition. But at the turn of the twentieth 
century, it gripped the interest of the 
entire world. While the world waited 
for word from the besieged legations, 
not knowing whether the surrounded 
Westerners were alive or dead, the in- 
ternational army fought its way for more 
than 100 miles into China. 

Tientsin captured. After severe fight- 
ing, the Chinese stronghold of Tientsin 
was captured on July 14. The resistance 
encountered led the allied military com- 





GENERAL PERSHING IN MEXICO 


Transport was meager and primitive, 


Troops moved at forced march through 
plowed and flooded fields under a broil- 
ing sun. Hundreds collapsed from heat 
and exertion. 

Marine Maj. Littleton W. T. Waller 
turned in this graphic report: 

“Our men have marched 97 miles in 
the five days, fighting all the way. They 
have lived on about one meal a day for 
about six days, but have been cheerful 
and willing always. They have gained 
the highest praise from all present, and 
have earned my love and confidence. 
They are like Falstaff's army in appear- 
ance, but with brave hearts and bright 
weapons.” 

By August 13, the international army 
stood before the mud walls of Peking. 
It was agreed to attack the next day. But 
the Russians, anxious to grab the honor 


—Wide World 


. to put an end to attacks on Americans by Mexican bandits 


manders to believe that the fighting 
would go on all winter, and plans were 
made to expand the international force 
to 80,000 men. 

On July 20, however, Washington re- 
ceived word from Minister Conger: 

“For one month we have been besieged 
in British Legation under continued shot 
and shell from Chinese troops. Quick 
relief only can prevent general massacre.” 

Speed thus became imperative if the 
legations were to be saved, so that mot- 
ley army of temporary allies pushed on 
with only about 20,000 men. 

Chinese armies, vastly outnumbering 
the foreigners, were entrenched around 
Pei-tsang, about 7 miles up the Pei 
River from Tientsin. Pei-tsang fell on 
August 5, Yangtsun was captured the 
next day—and then the foot race to 
Peking began. 


of being first into the city, began firing 
that night. American troops then rushed 
into action. 

The fall of Peking. By afternoon of 
August 14, the outer city was captured 
and the legations were relieved. The next 
day Capt. Henry J. Rcilly’s battery blew 
down the gate to Peking’s inner wall, 
and the imperial city surrendered. 

Of the Westerners besieged in Peking, 
65 were killed, 185 were wounded and 
7 children died of disease. 

American military casualties in the 
China campaign were 115 killed, scores 
wounded. 

This was the price that the United 
States paid, in one instance, to protect 
its citizens in China. ; 

Action around the world. History 
full of other instances in which the 
United States did not hesitate to use 
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armed force when its citizens were in 
trouble abroad. 

In 1871, when Koreans treacherously 
attacked some small American boats 
whose crews were engaged in surveying 
a channel entrance, the U.S. retaliated 
by landing an expedition of sailors and 
marines who captured five forts and 
killed 240 Koreans. 

In 1904, when a Moroccan chieftain 
named Raisuli kidnaped an American 
citizen named Perdicaris, President 
Theodore Roosevelt sent the entire Medi- 
terranean Squadron of the U.S. Navy, 
with marines aboard, to Tangier. Secre- 
tary of State Hay sent Morocco the ulti- 
matum: “Perdicaris alive or Raisuli 
dead.” Perdicaris was freed. 

U.S. marines have landed repeatedly 
in Central and South America when 
Americans were in danger. U.S. armed 
forces have gone, too, into Japan, Tur- 
key, Africa and other places. 

In 1914, a Mexican military squad 
arrested an officer and seven seamen 
of the U.S.S. Dolphin and marched them 
through the streets of Tampico. When 
Mexico’s dictator, Gen. Victorizno Huerta 
refused redress, declined even to ex- 
change salutes with the American flag, 
President Woodrow Wilson went before 
a joint session of Congress and obtained 
authority to use force “as may be neces- 
sary to obtain from General Huerta and 
his adherents the fullest recognition of 
the rights and dignity of the United 
States.” 

U.S. naval forces then seized the port 
ot Vera Cruz, and the U.S. Army took 
over occupation of that city for seven 
months. 

Two years later, Gen. John J. Pershing 
led a U.S. expeditionary force deep into 
Mexico to put an end to the attacks on 
Americans by the bandits of Pancho 
Villa. 

As late as 1927, U.S. naval forces and 
marines were increased in Shanghai and 
sent to Nanking, China, to protect 
American citizens. 

The China of today, militarized by the 
Communists and allied with the Soviet 
Union, is not the China of the era when 
American troops went in so freely in 
defense of American interests. But the 
U.S. armed forces now are also much 
stronger than in those pre-World War 
days. 

Advocates of firm action against Red 
China keep pointing out: 

In 1900, with an Army of 65,000, the 
U.S. was ready to send 15,000 men to 
rescue Americans in China. 

Today, with 3 million men under 
arms, the U.S. is appealing to the United 
Nations for “moral support” while 11 
U.S. Air Force men are jailed as spies 
and at least 123 U. S. citizens remain help- 
less in the hands of Chinese Communists. 
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Long after the Yuletide bells have stopped ringing you'll be 
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oaken casks, Ballantine’s Scotch is extremely light, though mel- 
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standard for Scotch throughout the world. 
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IKE VS. McCARTHY: BLOW BY BLOW 


Republican Fight Threatens a Party Split 


_ How deep is the split among Republicans? 
Does Senator McCarthy's break with President 
Eisenhower open the way for a third party? 

These and many other questions are being 
asked as a result of the latest flare-up between 
the Senator and the White House. 

The story of the break is told in the article 
that follows. It is a story that started a year 


ago, when Senator McCarthy openly attacked | 


the Eisenhower policy toward China. 


You get Senator McCarthy’s statement at- 
tacking the President, as well as the Senator's 
critical remarks of a year ago. Included, too, 
are excerpts from Mr. Eisenhower's press con- 
ference in which the President took note of the 
Senator's attack and gave his views on the 
kind of Republican Party he wants to be asso- 
ciated with. 

Politicians, looking ahead, are Seamdeiing 
what it all means to the future of the party. 


McCARTHY: A ““SHRINKING SHOW OF WEAKNESS” 


On Dec. 2, 1954, the Senate voted by 67 to 22 to con- 
demn certain actions by Senator Joseph R. McCarthy, of 
Wisconsin. Republican Senators divided almost evenly for 
and against the resolutions. 

Two days later, Senator Arthur V. Watkins, of Utah, 
who headed the special committee that had recommend- 
ed the McCarthy condemnation resolutions, paid a visit 
to the White House. President Eisenhower gave Mr. Wat- 
kins his personal congratulations for doing a “very 
splendid job.” 

Or December 7, Senator McCarthy appeared at a meet- 
ing of his Senate Investigations Subcommittee to read a pre- 
pared statement. He thanked his Republican colleagues for 
carrying on the hearings in his absence because of an in- 
jured arm and emphasized his view of the importance of 
the hearings. Then he said: 


In view of the fact that this may be my temporary swan 
song as chairman of the Investigating Committee, I think it 
important to comment briefly upon certain facts. 

Our Committee has been held up now for approximately 
10 months. The President of the United States has taken it 
upon himself to congratulate Senators [Ralph E.] Flanders 
[of Vermont] and [Arthur V.] Watkins [of Utah] who have 
been instrumental in holding up our work. 

There has been considerable talk about an apology to the 


WHITE HOUSE POINTS 


Within minutes, the McCarthy statement was at the White 
House. Press Secretary James C. Hagerty consulted with Pres- 
ident Eisenhower and issued a revision of a statement made 
initially by the President at a press conference that he held 
on June 2, 1954. 

The statement said the Justice Department and Federal 
Bureau of Investigation are the Government's principal 
agents for dealing with subversives. It enumerated what these 
have done since Mr. Eisenhower took office, listing new fig- 
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Senate for my fight against Communism. I feel rather that I 
should apologize to the American people for what was an 
unintentional deception upon them. During the Eisenhower 
campaign I spoke from coast to coast promising the American 
people that if they would elect the Eisenhower Administra- 
tion that they could be assured of a vigorous, forceful fight 
against Communists in Government. Unfortunately, in this I 
was mistaken. I find that the President, on one hand, con- 
gratulates the Senators who hold up the work of our Com- 
mittee and on the other hand urges that we be patient with 
the Communist hoodlums who as of this very moment are 
torturing and brain washing American uniformed men in 
Communist dungeons. 

Anyone who knows even the ABC’s of the Communist war 
against free civilization knows that weakness and supineness 
will not free a single American uniformed man. 

If any Senator can in the future justify a vote to draft the 
sons of American mothers, then he must repudiate this 
shrinking show of weakness and must tell those mothers that 
each young man who wears the American uniform carries the 
entire power of this nation with him when he goes to a foreign 
land. 

Unfortunately, the President sees fit to congratulate those 
who hold up the exposure of Communists in one breath and 
in the next breath urges patience, tolerance and niceties to 
those who are torturing American uniformed men. 


TO ITS RECORD ON REDS 


ures on the numbers of indictments, convictions and deporta- 
tions of Communists and subversives, and added: 


The constant surveillance of Communists in this country 
is a 24-hour, 7-days-a-week, 52-weeks-a-year job. It is cat- 
ried out by the appropriate federal agencies, in conformance 
with due process of law. It is being done quietly and relent- 
lessly, and those who best know its effectiveness are the 
Communists themselves. 
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EISENHOWER: “IF PEOPLE WANT TO SPLIT OFF— “” 


At the White House, the regular weekly press conference 
was held on December 8. There were many questions, in 
varying forms, about the McCarthy statement. On a few of 
the answers, the President permitted direct quotation. On 
others, he could not be quoted directly. Here are the texts 
of pertinent excerpts from the press conference: 


Q: Senator McCarthy has accused you of a “shrinking 
show of weakness” against Red China, and a failure to wage a 
vigorous fight against home-front Communism. I wonder if, 
in view of the strong personal nature of his attack, you might 
have a reply for the Senator, and what danger you see to 
the Republican Party in what appears to be a declaration of 
war by McCarthy? 

The President: Mr. Eisenhower said the cnswer to the 
first part of the question was, no, he did not indulge in per- 
sonal vituperation or quarrels of any kind; he stood for 
positive things. 

The President said he had always upheld the right of the 
Congress to make legitimate investigations into the affairs and 
conduct of the executive departments, subject only to re- 
quirements of national security and very clear public interest. 

As far as the civil rights of our people are concerned, Mr. 
Eisenhower added, he has always tried to champion those in 
dozens of ways. He has even selected particular individuals 
and named them by name where he thought their services to 
our country had been unjustly deprecated, the President said. 

Mr. Eisenhower repeated that he believes in positive 
things. He will continue to believe in those things, he said, 
and he is not going to engage in any kind of personal quarrel 
with anybody on any subject. 

As for the effect on the Republican Party, the President 
said, he would suggest that reporters go over and ask the 
Chairman, Leonard Hall, what his conclusions are on this 
thing, and what effects he sees. 


oO * ° 


Q: Mr. President, there seems to be a prospect that the 
extreme right wing of your Republican Party might follow 
Senator McCarthy into a new party in 1956. 

I would like to ask you, sir, as the leader of the party, if 
you feel that would kill Republican chances of remaining in 
power? 

[Mr. Eisenhower authorized direct quotation of his answer. ] 

The President: Well, after all, I have no crystal ball, but 1 
believe this: From the beginning I have tried to stand for 
something that is positive and progressive. I believe that the 
Federal Government has a continuous, definite obligation to 
study the needs of 163 million people, our standing abroad, 
our security from attack, and the arrangement of the con- 
nections between Government and our economy, our indus- 
tries and our individuals. 

These things must be studied intelligently, and they must 
be so provided for that the great productivity of our economy 
is shared in to the greatest possible extent by all of us. 

Now, that is the kind. of a program that I stand for, and 
if there are enough people wanting to go along with it, then 
we have no fear. 

If people want to split off because of some other secondary 
or lesser consideration, that will have to be their business. But 
I do know that, so far as I can determine, the great mass of 
the people of the United States want what I would call a 
group of progressive moderates handling their business. A1.d 
that is exactly what I am working for. 

[End of direct quotation. ] 

o a o 

Q: Mr. President, if you should decide not to be a candi- 
date in 1956, would you be disposed to use your influence to 
help nominate a Republican who will be in support of the 
policies and the program which you have been carrying out? 

The President: Mr. Eisenhower said he would put it 
this way: If he saw a Republican nominee who supported 
the general philosophy of government in which the President 











What McCarthy Said About the Administration a Year Ago 


Senator Joseph R. McCarthy criti- 
cized the Eisenhower Administration’s 
foreign policy in a radio and tele- 
vision address on Nov. 24, 1953. 
Following are excerpts from that 
address: 


... On Sept. 12, 1953, the Chinese 
Communists announced that they 
would not treat as prisoners of war 
American fliers who were shot down 
during the Korean war, over Man- 
churia. On Sept. 10, 1953, the Army 
announced that some 900 American 
young men known to have been pris- 
oners of the Communists in Korea 
were still unaccounted for. Unaccount- 
ed for as of tonight, my good friends. 

Well, why do I bring this situation 
up tonight in talking about the Re- 
publican Party? The Republican Party 
did not create the situation, I admit. 


We inherited it. Lut we are respon- 
sible for the proper handling of this 
situation as of tonight. And what are 
we going to do about it? Are we go- 
ing to continue to send perfumed 
notes following the style of the Tru- 
man-Acheson regime? Or are we go- 
ing to take the only position that an 
honorable nation can take—namely, 
that every uniformed American packed 
the pride, and the honor and the pow- 
er of this nation on his shoulders? 
° o o 

As you know, \ve have been voting 
billions of dollars each year where- 
by our allies build up their military 
and economic strength so that they 
can help in this day-to-day struggle 
between the free half of the world 
and the Communist slave half. If 
that money we give them is being 
used for that purpose, then it is well 


spent. If not, then those allies are 
defrauding us. rlow does that affect 
you? As of today, Britain used that 
money from your pay check to pay 
for the shipment of the sinews of 
war to Red China. What can we do 
about that? ~ 

We can deal a death blow to the 
warmaking power of Communist 
China. We can, without firing a single 
shot, force the Communists in China 
to open their filthy Communist dun- 
geons and release every American. 
We can blockade the coast of China 
without using a single ship, a single 
sailor or a single gun. 

. . . We can handle this by saying 
this to our allics: “If you continue 
to ship to Red China while they are 
imprisoning and torturing American 
men, you will get not 1 cent of 
American money.” 
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believes, and which he has tried so often to expound, of 
course he would be for that candidate. He would be for him 
very, very strongly, Mr. Eisenhower said. 

As for whether he would try to help bring about that candi- 
date’s nomination, the President said he couldn’t foresee 
exactly what the conditions of the moment were going to be, 
but he would support anybody who is the nominee who be- 
lieves in that general philosophy. 

Q: Mr. President, would you yourself be more or less 
likely to run again if the party were faced with a split in °56? 

The President: Mr. Eisenhower said he hadn't the slight- 
est idea, and that was not being facetious; he just hadn't. 

Some day, the President said, he would take a half hour, 
and try to give reporters his thinking on these things, but he 
has made no decision. 

Q: Mr. President, there have been some expressions by 
members of the Republican National Committee and officials 
of Citizens for Eisenhower individually, of late, that there is 
a great trend throughout the country for people to vote for 
the man and for the program, and not for the party label. 

Would that be in line with your thinking? 

The President: Mr. Eisenhower said that, of course, you 
always run into this great problem of smooth operations be- 
tween the legislative and the executive branches. 

What he would hope, the President said, is that we pro- 
duce a group of fine, energetic, idealistic candidates and men 
and women of experience, and who believe in this program. 
Then, the President said, he wouldn’t have that problem to 
settle, and he could just go out and support Republicans. 

Mr. Eisenhower added that he believes we must adapt and 
think in terms of what he calls moderate progressives— 
moderate in their attitude toward the functions of govern- 
ment, but progressive in carrying out those things that our 
people need. 

Q: Mr. President, your statement of congratulation to 
Senator Watkins last week is what apparently set off this 
McCarthy controversy; and I wonder if you want to explain 
exactly what you meant in your congratulation? 

The President: Mr. Eisenhower said he didn’t mind 
answering at all. 

When Senator Watkins was given this task, the President 
explained, he was in Mr. Eisenhower's office by chance, and 
the President told him that he thought the Senator had been 
given one of the toughest jobs that ever faced a United 
States Senator, and that he knew Senator Watkins would 
handle it with the dignity and the sense of justice that Mr. 
Eisenhower had come to expect of him. 

Senator Watkins was a judge at one time, the President 
explained, and Mr. Eisenhower was perfectly certain of the 


manner in which he would perform his duties. 
° 


When Senator Watkins came into his office, all the Presj- 
dent did, he said, was to say: Well, I congratulate you. You 
certainly lived up to everything that I expected of you. 

Mr. Eisenhower said he had made no comment about the 
justice or injustice of voting. He had talked about Senator 
Watkins’ conduct of a tough job, and he still believes that it 
was so tough that no one wanted it. 

oO co oO 

Q: Mr. President, there was only one other censure prob- 
lem on which you expressed an opinion earlier. You stated 
you disapproved of the way General Zwicker [Brig. Gen. 
Ralph W. Zwicker] was treated. I wonder— 

The President: Mr. Eisenhower said he had expressed to 
reporters his confidence in General Zwicker and his belief 
that the General was a patriotic American who deserved 
credit rather than condemnation. 

Q: I wondered if, in the light of the action taken by the 
Senate, you felt they had turned their back on you with re- 
gard to the Zwicker count? 

The President: No, Mr. Eisenhower said, he had no feel- 
ing about that. But he did want to point out this: These 
issues should not be confused with the fundamental right of 
the Congress to make legitimate investigations of the execu- 
tive departments. The President believes in that right; he 
believes it is contemplated and directed in the Constitution, 
and he believes we would certainly begin to go down hill 
unless we had it, Mr. Eisenhower said. 

oO oO oO 

Q: Mr. President, do you think it is possible or practical 
to have a political grouping of these progressive moderates of 
whom you speak from both political parties, who would be 
more representative of the wishes of the people than either 
the Republican or the Democratic Party? 

The President: Mr. Eisenhower said the reporter was rais- 
ing a question in which there would be many imponderables, 
For example, he said, several State laws contemplate only two 
parties, and allow only two. So you would have to start by 
changing the State laws before you could do any such thing. 

The President said he thought that we have got to use 
the mechanisms already devised and so well known to our 
people, and get one party at least to stand behind this doc- 
trine. Mr. Eisenhower said he thought the Republicans 
should get behind this doctrine and this kind of program 
very earnestly and so seriously that the words “progressive 
moderation” in Government become synonymous with the 
party label. 

That is really what he believes, Mr. Eisenhower said, and 
he thought that it could probably be done better and more 
effectively than by starting a third party, a new party. 
That would be, he thought, very difficult. 


REPUBLICAN CHAIRMAN HALL: PARTY SUPPORTS IKE 


On December 9, Chairman Leonard Hall of the Republi- 
can National Committee gave his view of the situation. Full 
text of his statement follows: 


I am happy that President Eisenhower has referred to me 
a question asked in his press conference yesterday as to 
whether the statement by Senator McCarthy on December 7 
presents a danger to the party. 

There was no doubt in my mind as to the answer. How- 
ever, to confirm my own opinion, I deliberately delayed one 
day in issuing this statement so that I might personally check 
key Republican leaders around the country and take a repre- 
sentative sample of Senate and House opinion. Some Re- 
publican members of Congress had already publicly stated 
their views. 


30 


It is noteworthy that they almost uniformly and unhesitat- 
ingly went to the support of President Eisenhower, even 
though they took differing positions on the McCarthy issue in 
the recent Senate proceedings. 

My own survey confirmed this on a much broader scale 
and it convinces me that the President will find even greater 
unity and support among Republican members of both the 
Senate and House during the next two years. This is the only 
real measure of party unity, and the public in the coming 
months will have an opportunity to verify my findings. 

I am equally certain that the overwhelming majority of 
the American people, both Republicans and Democrats alike, 
will continue to give the President and the Republican pr0- 
gram their support, and in even greater measure than 
before. 


U. S. NEWS & WORLD REPORT, Dec. 17, 1954 




















APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—No. 8 in a series. 
| 
) 
f 
Thousands of records are filed on each 
2 roll of film . .. ready for immediate 
“i review in a Recordak Film Reader 
|. 
e 
of 
I- 
1e 
n, 
ill e ° * . 
Having Recordak Microfilm copies at the finger tips... 
al " 
: CCas FeSCalrC 
be eee 
er 
Saves $10,000 per year 
es, 
WO . 
by 
ng. At The Gates Rubber Company, Denver, Colorado, O If you are now posting to both ledger and customer 
Ise world’s largest maker of V-belts, valuable research time statement 
ve sant lost. plowing through dead storage files. Expen- O Ifyou are now describing individual purchases, credits, 
oc- sive laboratory equipment isn’t tied up while the search etc., on your bills 
Ans . 2 , > experiments aren’ . ‘ : . . 
a goes on. And, most importantly, experiments aren’t C If you are now making a record of checks prior to 
wa repeated because old records can’t be found. deposit in your bank 
> 1 ¥ 7 > 7 > > > ‘— . Ts . © > . - A 
the R — a reference files on compact rolls of O If you are now making your punched card reports in 
eRe | ficrofi m did the trick... paid offa hundred- duplicate, or using multiple carbon forms in sales 
and fold. Savings in the Fan Belt Development Section, booklets, etc. 
ore alone, are estimated at $10,00 ear. ; . 
rity ? . _ $10,¢ 00 yo ya O If you are now making photo copies of records. 
ys Just another example, this, of the way Recordak 
Microfilming is cutting costs for over 100 different These are only some of the possibilities. You should 
types of business . . . thousands of concerns. double-check your routines with a Recordak Systems 
See how Recordak Microfilming can help you: Man soon. No obligation whatsoever—just write Recordak 
0 if you are now transcribing information from one Corporation (Subsidiary of Eastman Kodak Company), 
itat- record to another 444 Madison Avenue, New York 22, N. Y. 
ven “Recordak’? is a trade-mark 
e in 
1 500 pictures per minute are taken with Recordak Bantam 
cale Microfilmer, one of 6 models designed for varying budgets. 
Ld 
rater ene: 
“ =RECORDEF 
RE 
only 
nin +t 
6 (Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to business systems 























U.S. News & World Report 





Atomic Army for Europe 


New Plans Built Around Nuclear Weapons 


A big change is coming up in 
Europe's defense — one that 
means atomic battlefields if Rus- 
sian armies attack. . 

Idea of Allied military chiefs: 
Scrap conventional defense plans, 
stake everything on A-weapons. 

They say it's the only way to 
repel Soviet attack. It’s also a 
fateful commitment for the U.S. 


and its allies. 
PARIS 

Ministers from the 14 countries of 
the North Atlantic Treaty Organiza- 
tion, now meeting here, are facing 
their most momentous decision since 
the birth of that Western alliance. 

That decision is whether or not to ap- 
prove a unanimous, 32-page proposal 
from their military chiefs to base all of 
Europe’s defense plans on the battlefield 
use of nuclear weapons. The new plans 
would require the Allies, in a few years, 
to meet a Russian attack with atomic 
wrms—or not at all. 

As matters now stand, U.S. units 
would carry the big load of nuclear 
power, with some help from Britain. 
There are no definite plans for training 
the forces of other NATO countries to 
handle atomic weapons alongside 
American and British forces. 

Objections to the military chiefs’ 
proposal already have been raised 
by Belgium and Denmark. The 
idea is political dynamite every- 
where in Europe, including Britain. 
But governments of the U. S., Brit- 
ain and France have decided to 
press their allies to accept the new 
atomic-warfare plan. 

Big changes. This plan calls for 
drastic overhaul of NATO's mili- 
tary forces, strategy, tactics and 
facilities to meet the requirements 
of atomic warfare. 

Nuclear arms would be _ built 
up into the dominant weapon of 
the Allies’ tactical arsenal. Con- 
ventional forces would be dis- 
persed and re-equipped to absorb 
Soviet atomic blows and exploit 
American nuclear strokes on the 
battlefield. 

The plan calls for the new 
weapons to be introduced gradual- 


32 


ly. Initial reorganization of NATO forces 
would take three years. Sometime be- 
tween 1957 and 1960, Allied armies and 
air forces would reach the “point of no 
return.” Then, they could no longer fight 
an effective conventional war. 

Civil control, still. The proposed 
switch-over does not actually delegate 
to military commanders the authority to 
use nuclear weapons automatically on 
the outbreak of war. In the NATO coun- 
tries, including the U. S., political author- 
ities must retain ultimate control over 
nuclear missiles. 

But if the cabinet ministers this week 
approve the new plans, they will—in 
effect—be making their decision in ad- 
vance. Allied political leaders no longer 
could decide not to use nuclear weapons 
once they became Western Europe’s only 
real defense. 

The proposed nuclear strategy results 
from more than a year of studies by the 
headquarters of Gen. Alfred-M. Gruen- 
ther, Supreme Allied Commander, and 
by subordinate commands. 

More than 300 pages of conclusions 
and recommendations were submitted 
last July to NATO’s “standing group” in 
Washington—the U.S., British and 


French chiefs of staff. 

That group approved the plans and 
drafted a 32-page summary. At a special 
meeting in Washington on November 
22. NATO’s military committee—com- 





GARBED FOR AN ATOMIC AGE 
Coming: a “point of no returh’’? 


-INP 


posed of chiefs of staff of all 14 Allies 
—endorsed the plans and _ forwarded 
them to the North Atlantic Council of 
Ministers, now meeting here. 

Tested by paper “war.” These 
studies were made on the basis of nine 
paper “battles” that were “fought” along 
the 4,000-mile “front” from Norway's 
North Cape to Turkey’s Mount Ararat. 

Purpose of the exercise was to dis- 
cover what would happen if war broke 
out in Europe in the spring of 1957, 
Planners assumed that by then the Rus- 
sians would outnumber the Allies’ con- 
ventional forces by more than 2 to l- 
but that NATO would be substantially 
superior to Russia in nuclear weapons 
and means of delivery. 

The “battles” showed that, if neither 
side used nuclear arms, the Allied coun- 
tries would be overrun by the Russians, 
But they also showed that NATO forces 
could win if both sides used nuclear 
weapons. 

The West may have to maintain some 
conventional forces for future “brush 
fire,” or local, wars. But costs would be 
prohibitive if an attempt were made to 
maintain conventional capacities along- 
side growing nuclear power. 

As nuclear weapons are added to the 
NATO arsenal, military chiefs propose to 
discard many heavy weapons and vebhi- 
cles now in use. The huge logistical “tail’ 
of World War II armies would be a per- 
fect atomic target—so ground forces 
and their supply trains would be 
stripped down to bare essentials. 
That would alter substantially 
arms-production, manpower and 
training programs. 

The ministers meeting here may 
approve the new plans, avoid a 
decision, or decide against the new 
strategy. But they are on public 
notice from General Gruenther and 
from NATO’s ground forces’ com- 
mander, Field Marshal Viscount 
Montgomery, that Allied military 
leaders already are putting their 
new strategy into operation. 

Unless the North Atlantic Coun- 
cil flatly prohibits it—and U.S. 
British and French determination 
to prepare their own forces for 
nuclear combat makes this highly 
improbable—nuclear weapons are 
likely to be confirmed in the next 
few days as NATO’s central weap- 
on against Russia in any future 
European war. 
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Jrroughs sensing panel is 
: tailor d to any combination of accounting 
procedures you wish ... guides the Sensimatic 
to letter-perfect posting. It's tomorrow's 
accounting machine, too. To alter a procedure, 
you just change the panel, not the machine. 
Ask for a demonstration of the Burroughs 
Sensimatic that best suits your application. 


Burroughs Corporation, Detroit 32, Michigan. 
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its Pontiac's year to star! — 
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Room for everything - except improvement! 





The statement above neatly sums up what we have 
done to make this all-new General Motors Master- 
piece the highway star of the year. 
You'll agree, it looks the part. Pontiac’s low future- 
fashioned contour, twin-streaked hood and Vogue 
Two-Tone styling are new to motoring—as is the mode- 
of-tomorrow décor of the roomier interiors. 

At the wheel you'll learn that it acts the part, as well. 
Strato-Streak V-8 performance is just as sensational as it 


sounds. Recirculating ball steering, bigger brakes, parallel 


rear springs and front suspension work equal wonders 
in handling and riding ease. Driving becomes a fresh 
and thrilling experience again! 

That’s Pontiac for °55—a car that overtakes tomorrow 
in every department of motoring . . . styled, powered and 
appointed to challenge any car at any price on any count 
—yet priced within a few dollars of the very lowest. See 
it, drive it, buy it—own all that’s new and best for °55. 


Pontiac Motor Division of General Motors Corporation 
SEE THE RED BUTTONS SHOW, FRIDAYS—NBC-TV 


EY ©’ Pontiac 


WITH THE I8O-HP STRATO-STREAK V8 
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TIMES AHEAD TO BE BEST EVER 


More Money, Goods, Services for Everybody 


Living standards for most 
Americans, despite a big increase 
in youngsters and nonworking 
older people, turn out now to be 
25 per cent above a decade 
ago—and still rising. 

More families own cars, homes, 
conveniences. They're eating bet- 
ter, traveling more, remodeling, 
expanding, buying luxuries. 

Here‘s a survey of just what 
is happening to “‘real’’ income. 


The American people’s standard of 
living keeps rising. Over the years, in 
spite of high prices and high taxes, the 
average family has been able to afford 
more and more luxuries, better food, 
more vacations, a better house. That 
trend of the past is to continue in 
years ahead, 

Even in the “recession” year 1954, the 
average American has had just about as 
much money to spend as in the all-time 
record year 1953. 

In 1955, the standard of living— 
measured by “real” income—will hit 
another all-time high. 

In a single decade, ending this 
year, living standards have gone 
up 25 per cent. This means that 
the average person’s spending for 
goods and services, in dollars ad- 
justed for higher prices, has in- 
creased by one fourth. 

That is on a per capita basis. 
In total, the economy has expanded 
much more rapidly. 






rapid increase in the American “baby 
crop” and the increasing population of 
people more than 65 years old, have 
feared that the economy could not grow 
fast enough to keep up living standards 
while caring fcr this growing overhead 
of nonproducers. As a result, there have 
been warnings that per capita income— 
and thus the average standard of living 
—would fall behind. 

Actually, the opposite has happened. 
The economy has grown faster than the 
population. There are 24 million more 
people in the U.S. now than 10 years 
ago. The total number of people less 
than 15 years old or more than 65 has 
increased from 44.9 million to 60.8 mil- 
lion. The number of people supported by 
each wage earner has gone up by about 
14 per cent. Yet the living standard of 
the average American has gone sub- 
stantially up, not down. 

Americans’ combined buying, after 
adjustments for price increases, has risen 
by 74 billion dollars. Thus there is more 
spending money for each person, in terms 
of constant dollars, despite the increase 
in the number of people to share in 
the total. 

A close look at what’s happening to 
push American living standards upward, 


WHAT PEOPLE SPEND 
THEIR MONEY FOR 


(per capita spending for personal 
consumption, in constant 1953 dollars) 


1947 1950 
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as measured by the latest official figures, 
shows this: 

More autos. About 70 per cent of all 
U.S. families today have automobiles, as 
compared with 60 per cent in 1950, and 
50 per cent in 1940. That’s by far the 
highest rate of car ownership in the 
world, and also the highest in U.S. his- 
tory. 

More home ownership. An estimated 
59.3 per cent of American families—a 
record—own their own homes in 1954, 
a substantial increase from 55 per cent in 
1950 and 43.6 per cent in 1940. Before 
World War II, the highest ownership 
rate was 47.8 per cent, in 1890, when 
owned farm homes were relatively much 
more numerous. 

Home conveniences are another 
measure of rapidly increasing living 
standards. 

Electricity, for instance, now services 
98 per cent of all American homes, as 
compared with 79 per cent in 1940 and 
about 75 per cent in 1929. The job of 
electrification, in other words, is about 
complete. 

Running water inside dwellings, too, 
is a basic convenience of 88 per cent of 
all homes now, up from 70 per cent just 
before World War II. Bathing and toilet 
facilities of modern design have 
appeared in most homes along with 
running water. About 4 out of 5 
homes have flush toilets and bath- 
rooms, compared with 2 out of 5 
back in 1940, just 14 years ago. 

Mechanical refrigeration is in 
all but universal use. It’s found in 
90 per cent of all homes now, 
whereas only 40 per cent of 1940 
homes and only 4 per cent of 
1929 homes had it. 





Population, in the 10 years since 
1944, has increased by 17.3 per cent. 
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Radios are in virtually every 
home, and about 60 per cent of all 





Total yearly spending, adjusted 
to offset the effect of price in- 
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U.S. families have television sets, 
too. Public broadcasting of radio 





creases, has gone up 46.6 per cent 
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programs started in 1920, and TV 





in the same period. The difference 
measures the increased standard of 
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programing did not begin on a 
sizable scale until after World 





living for the individual. 
To take a quick look at the 
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War II. By next spring, indications 
are, at least 70 per cent of all 





Prospect for 1955: Population is 
expected to rise by 1.7 per cent. 
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homes will have television, com- 
pared with 12 per cent in 1950 and 





But personal income, after taxes, 
is likely to rise twice as much—by 
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less than 1 per cent in 1948. 
Telephones are in 69 per cent 





3.4 per cent. Again, the difference 
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of all homes today or nearly dou- 





will show up in better living for the 
average family. 

A fear that failed. Many peo- 
Ple in recent years, noting the 


Basic data: Commerce and Labor Depts. 
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ble the proportion of 1940. 

More work savers. Home ap- 
pliances—electric washers, vacuum 
cleaners, irons, toasters and the 
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like—are available in 55 to 83 per cent 
of all households now, compared with 
34 to 67 per cent in 1940. It is with these 
laborsaving devices that the average fam- 
ily now is making its steady, constant 
improvement in living standards. The 
portion of homes without appliances of 
this kind has been cut down from a ma- 
jority to a small minority since World 
War II began. 

This increased ownership of automo- 
biles, houses and conveniences which 
make life more comfortable gives the 
most dramatic evidence of improving 
living standards. Expensive, durable 
items of this kind are bought only 
after incomes rise beyond the amounts 
needed for food, clothing and other 
necessities. 

But the average individual also finds 
himself now better fed and probably 
better clothed than ever before. 

Better diets. Improvement in family 
diets is shown both by a steady rise in 
the actual value of food bought, as in- 
dicated in the chart on page 37, and 
by evidence that the use of foods has 
shifted to the more nourishing kinds, 


away from the filling types such as pota- 
toes and bread. 

Red-meat consumption, for example, is 
officially estimated at 146.8 pounds per 
capita this year, up from 145.4 pounds 
in 1947 and 134 pounds in 1940. Plenty 
of meat on the table is regarded as a 
sign of well-fed people the world over. 

Milk consumption is estimated at .352 
pounds per capita this year, the highest 
since 1949. Increased use of milk is an 
accepted sign of improving diets. 

Poultry products are being consumed 
this year in record volume, even on a per 
capita basis. This goes for both eggs and 
poultry. The average person will con- 
sume 51.9 pounds of eggs and 28.2 
pounds of poultry by year’s end, more of 
each than ever before. 

The family, meanwhile, buys fewer 
new clothes, but clothes of better qual- 
ity, than in most previous years. Man- 
made fibers—clothing made of rayon, 
acetate, nylon, Orlon, other chemically 
manufactured thread—are being bought 
at twice the 1940 rate. Since 1947, the 
man-made types have continued to gain, 
while cotton and wool have lost ground. 


Durability of many of these new fibers, 
as well as warmer living conditions and 
less-rigorous jobs, all have contributed 
to a decline in per capita buying of new 
clothing in recent years. This does not 
mean that people have been skimping on 
needed clothing. 

Other barometers. The prevalence of 
better living is shown in many other 
ways. Since 1947, the first full year after 
wartime price controls were ended and 
industry was reconverted, nearly every 
spending index has indicated an in- 
crease. Travel, recreation for the aver- 
age family are increasing. Better medical 
care is being obtained. More people are 
remodeling, repairing, building, expand- 
ing their homes. Air travel has increased. 
There are many more swimming pools, 
automatic dishwashers, air-conditioning 
units, second cars in families. 

The trend toward improved living 
standards, in fact, appears nearly every- 
where, despite the big increase in the non- 
working population and the larger size of 
young American families. And there is 
every indication that the trend will be- 
come even stronger in the year ahead. 


THE AMERICAN STANDARD OF LIVING: 
A LONG TREND UPWARD 


(per capita income, after taxes, in constant 1953 dollars) 
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RIGHT DOWN TO BUSINESS! 





SOUTHERN 
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| | WASHINGTON, D.C. 





The Southern Serves the South 


No wonder so many industrialists are “setting up shop” 
in the South today —it’s just good business to be where 
business is good! 


Here in the busy Southland consumer markets are 
expanding. Greater purchasing power than ever before 
is in the hands of people eager to buy the products of 
nearby local industries. For example, for each dollar 
of income they had to spend in 1940 they now have 
well over three dollars. 


On top of this, costs of doing business in the modern 
South are kept in line by many natural and man-made 
advantages. These unique benefits can give Southern 
industries an “edge” in highly competitive situations. 
Come on down—and get down to business! 


“Look Ahead—Look South!” 


Merry A, Wit yy 


President 

















Something had to be done to bring American families increased 


JOHN HANCOCK. 


Here is your long-awaited 


NEW PROGRAM AFFECTS ALMOST ALL Many extra- protection benefits are 
AGE GROUPS, MANY POLICIES! This is now part of regular policies! 
Multiple-protection policies in amounts 
up to $3000 (the moderate-sized policies 
so vital to so many families) now have 
It is the result of a long study of insurance such extra benefits as waiver of premium 
costs, insurance needs, and insurance disability, double indemnity, and loss of 
sight or limbs, included automatically in 
the policy. These formerly were available 
only on a selective basis. And the new 
simplified policies have a lower net cost 
advantages on to American families. than before! 


opportunity to get 





life insurance protection at 








a program for lower life insurance costs, 


not just one special policy at reduced rates. 


methods. As a result of this study John 
Hancock has put into effect sweeping 


changes ...and is passing the resultant 





Now you can plan—realistically and within your budget— 








your family’s protection...and your retirement future! 





SEE YOUR JOHN HANCOCK AGENT OR YOUR BROKER NOW! 
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life insurance protection—brighter retirement futures. AND NOW... 


HAS DONE IT! 








LOW COST 





Still lower cost for those 

who qualify as preferred risks! 
Millions of American men and women 
can qualify for this low-cost insurance be- 
cause they are in better than average 
health, have good jobs, etc. But even in 
this type policy, John Hancock now offers 
even lower net cost than before! Not only 
that, John Hancock offers this economi- 
cal type of insurance for a lower minimum 
amount than many other companies. 


All along the line, you’ll find new, more 
liberal rulings and interpretations! 
Many occupations— formerly rated—are 
now accepted by John Hancock as stand- 
ard risks! Many other liberalizations have 
been made, such as juvenile insurance, 
insurance on women. If you have special 
insurance problems, talk to your John 
Hancock agent or your broker about the 
new John Hancock program. 





Ask him to show you the NEW LOW COSTS now 
available through John Hancock—see the 


MUTUALYZ LIFE 







a 


BOSTON, MASSACHUSETTS 


INSURANCE COMPANY 


' economies that now make it easier to have the life DEDICATED TO THE INDEPENDENCE AND 
insurance you’ve always needed, and wanted! FREEDOM OF EVERY AMERICAN FAMILY 
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ANOTHER ALLY GROWS RESTIVE 


Japan Turns Eyes Toward Red Asia‘s Markets 


Add Japan to America’s list 
of troubles in Asia. 

That country is unhappy in its 
role as a U.S. defense bastion. 
A pro-American Government has 
been forced to quit. 

Reai trouble is that the islands 
are overcrowded, shorn of mar- 
kets. U.S. props are coming down. 

Result: Communist wooing is 
winning friends in Japan. 


TOKYO 


Almost unnoticed, Japan is begin- 
ning to drift away from its onetime 
unquestioning role as the most power- 
ful U.S. ally in the Pacific. 

Strong doubts are growing here that 
the United States is a wortawhile friend 
to have in Asia. Despite billions of Ameri- 
can dollars poured into the Japanese 
economy since 1945, the country hovers 
on the brink of depression. Communism, 
on the Asiatic mainland, looks stronger 
than ever—and is making attractive of- 
fers of trade and friendship to Japan. 





For years, Prime Minister Shigeru 
Yoshida was able to keep Japan com- 
mitted to a policy of co-operation with 
the U.S. 

Now, with his forced resignation, the 
Government is passing into the hands of 
Japanese politicians who insist that they 
are pro-American—but want, at the same 
time, to make some kind of deal with the 
Comraunist nations. And talk is growing 
of a new “independent” role for Japan in 
Communist-dominated Asia. 

There is little immediate danger that 
Japan will try to cut completely its ties 
with the U.S., or cast its lot with the 
Communist powers on the Asiatic main- 
land. But the trend here worries Ameri- 
can economic and military planners. 

Japan’s importance. These men 
point out that Japan is the only country 
in the Far East with anything like the 
military and industrial potential to stand 
up against the Reds. U.S. hopes of check- 
ing the Communist drive in Asia are 
based, to a large extent, on Japan as an 
effective ally. 

Unlike the situation in many other 
countries, Japan’s drift away from the 
United States is not accompanied by a 
Communist threat at home, a desperate 
desire for “neutralism” or even extreme 


anti-Americanism. But the political and 
emotional climate here is changing. 

There were enormous consequences 
from the American H-bomb test at Bi- 
kini, and the resulting fall-out of radio- 
active ash on 23 Japanese aboard the 
fishing boat Lucky Dragon. Illness and 
death of one fisherman created popular 
alarm. 

Economic troubles here also are con- 
tributing to Japanese doubts about the 
U.S. as an ally. 

The U.S., since the end of World 
War II, has spent staggering sums in 
Japan. During the Korean war boom, 
American spending came to about 750 
million dollars a year for three years. In 
addition, the U.S. has given large 
amounts in loans and direct aid to the 
Government. 

Disaster ahead? Yet Japan, now, is 
close to a real depression. It bears little 
resemblance to the superficially prosper- 
ous nation of a year ago—and the U.S. 
is getting much of the blame. 

Unemployment is nearing the million 
mark. Suicide, a traditional form of Jap- 
anese protest against unendurable con- 
ditions, is on the rise. Family costs are 
going up on many items, and big de- 
partment stores are stacked to the ceilings 


—Photo—Representatives 


TOKYO’S JOBLESS CONVERGE ON AN EMPLOYMENT OFFICE 
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Japan is close to a real depression 
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with goods which Japanese shoppers 
won't buy. Export warehouses still are 
crammed with goods which have no 
market abroad. Shortage of credit and 
operating funds is driving many firms 
into bankruptcy. 

Behind Japan’s hard times is a prob- 
lem that U.S. aid hasn’t solved—the fact 
that the four home islands, without their 
prewar colonies, are too poor in resources 
to support nearly 90 million people. Ja- 
pan, spending dollars heavily for im- 
ports of food and raw materials, must 
trade to live. 

Many economists are saying that U.S. 
spending here weakened Japan. People 
became accustomed to artificial props. 
Then, as American spending began to 
decline with the end of the Korean war, 
the props were knocked out. 

Now the Japanese aren’t ready to face 
up to the difficult job of earning their way 
in overseas markets. Many industries are 
inefficient. Others prefer to look for high 
profits rather than cut prices to meet com- 
petition in the world market. Often Jap- 
anese goods are of shoddy quality and 
are not acceptable abroad. 

Japanese complain, too, that the U.S. 
hasn't been of much help to Japan in its 
search for new markets in Southeast 
Asia. Despite U.S. good offices, the 
question of World War II reparations 
has slowed resumption of Japan’s trade 
with the Philippines, Indonesia and Bur- 
ma. 

Japan’s trading crisis causes much of 
the current agitation here for friendly re- 
lations with the Communist world. Possi- 
bilities of trade with Russia and China 
are beginning to interest more and more 
Japanese. 

The bait. Peiping and Moscow hint at 
restoration of some of Japan’s former 
fishing rights off Siberia and China. Sug- 
gestions are made that Manchuria’s 
coal and iron may be available to Japan’s 
heavy industry, and that China is a good 
market for Japanese machinery and con- 
sumer goods. 

Both Communist countries are also 
taking a softer political line toward 
Japan. They acknowledge Japan’s “right” 
to arm for “self-defense.” Red China says 
it is willing to sign a nonaggression treaty 
with this country—if Japan cuts its ties 
with the U.S. 

Japan’s own Communists are helping 
along the idea of friendship with the 
Soviet bloc. They have discarded the 
militant program that cost them heavily 
in public favor two years ago. Now they 
pose as the “lovable” party, interested 
only in promoting peace and prosperity. 
Membership in the party now stands 
at about 110,000 persons. 

Friendly words from Communists at 
home and abroad by no means are sweep- 

(Continued on page 44) 
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Neptune rules the seas 
from the skies! 


..-flies on wings by TEMCO! 


Lockheed’s Navy patrol bomber, the Neptune, is aptly 
named, for it is capable of firmly ruling the sub-surface 
deep that was once the private domain of the sub- 
marine. No longer is it necessary to sight subs, the 
Neptune can sense them hundreds of feet below the 
surface. Its amazing electronic search-gear coupled 
with record setting range and endurance make it a 
most formidable weapon. 


Typical of the efficient cooperation that answers de- 
fense demands in this competitive, free-enterprising 
industry, Lockheed awarded TEMCO a sub-contract 
for the manufacture of complete outer wing assem- 
blies for the Neptune in late 1950. TEMCO has sup- 
plied these components to Lockheed ever since —a 
quality product, delivered on schedule, at the lowest 
possible cost. 


Neptune P2V wing 

re "3 — fees panelstaking shape 

RS ee ee 7 on the assembly line 

mer at TEMCO’S Dallas 

plant. One of many 

major components 

manufactured by 

TEMCC for other 

outstanding aircraft 
companies. 
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ing the Japanese off their feet. They do 
not forget that Russia and Red China are 
allied in a military pact aimed specifically 
at Japan. 

Yet Communist overtures are bearing 
some fruit. Japan has asked the U.S. to 
relax provisions of a secret agreement 
that bars all except a trickle of trade in 
nonessential goods with Red China. 
Trade with China already is on the up- 
swing. Japanese businessmen and leg- 
islators are being permitted to visit 
Communist countries. Three Soviet trade 
experts obtained entry visas to come here 
and talk about a 70-million-dollar trade 
agreement between Russia and Japan. 
The head of the Communist Chinese 
Red Cross also has come to Tokyo, 

Communist offers also get a hearing 
among influential Japanese who are ex- 
ploring the relatively new idea that per- 
haps the U.S. is not a dependable ally 
in the Pacific. 

What hurt U. S. The Indo-China truce 
was considered by the Japanese to be a 











—Justus in the Minneapolis Star 


“SOWING ON FERTILE SOIL” 
. -- 110,000 Communist Party members 


decided setback to U.S. leadership in 
Asia. Many concluded that American pol- 
icy was weak and vacillating, that the 
U.S. had lost the initiative to the 
Communists. 

Among these Japanese, the view grows 
that Japan’s ties with the U.S. are more 
of a liability than an asset in adjusting 
this country’s relationship to a Com- 
munist-dominated Asia. Even the anti- 
Communist Republic of Korea, they 
point out, is more hostile than ever to 
Japan despite U.S. good offices. Friendly 
relations with the Communist bloc, they 
say, would help Japan resume her “right- 
ful” place in Asia and the world. ' 

Rearmament, too, is lagging as Japans 
economic troubles mount. The Army, by 
early spring, is to have six divisions- 
not the minimum of 10 to 15 that the 
U.S. wanted Japan to raise. Armament 
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factories are slow in tooling up. Most 
of the military equipment comes from 
the U.S. on a lend-lease basis, amounting 
thus far to about 138 million dollars’ 
worth. 

This pace isn’t nearly enough to make 
Japan an effective military partner of the 
U.S. in Asia soon. But the Government 
refuses to speed up rearmament. Its argu- 
ment is that too fast a build-up will 
bring inflation and hasten a depression. 

American officials, watching Japan’s 
drift away from the U.S., don't see 
much chance of stopping it until the 
country’s economic crisis is surmounted. 

The Government has clamped down 
with an “austerity” program to curb in- 
flation. Imports. are restricted. Exports 
are being stepped up, sometimes even 
“dumped.” Credit is harder to get. 

Now Government leaders are saying 
that large-scale American aid would 
help Japan over the hump and enable a 
faster pace on rearmament. Hopes are 
voiced that the U.S., in forthcoming 
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JAPANESE VISIT MOSCOW 
Communist trade offers are tempting 


trade talks, will lower its tariffs on 
Japanese goods. 

U.S. economists, however, are oppos- 
ing a big American aid program for Ja- 
pan right now. They say that first the 
Japanese must make their industries 
more efficient, cut prices, and learn to 
compete in world markets. Then, they 
say, the U.S. can consider more aid if 
Japan still can’t make its way in trade. 

A change in course? Meanwhile, 
Communist conquests in Asia and Japan’s 
hard times at home are forcing this key 
ally of the U.S. toward a basic decision 
on its role in the Far East. 

The Japanese, after years of depend- 
ig on American aid and promises, are 
beginning to look around, to wonder if 
they might not do better by cutting some 

.S. ties and coming to terms with Com- 

munist Asia, 
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Independence Hall is getting a brand-new mall. From 
his perch atop city hall, William Penn observes the 
changing scene—new buildings, new industries and... 


As Philadelphia forges ahead 
eee Rome delivers the power 


Riding across the Delaware River Bridge, you see a sign that shouts, 
“Philadelphia—the Electric City” . . . and it speaks the truth. 

For here, in the city where Benjamin Franklin discovered this near 
magical force, electricity is king . . . life’s blood to expanding industries, 
commerce, transportation systems, schools, hospitals and homes. 

But to have a useful purpose, electrical energy must be conveyed 
through high-quality wires and cables, engineered to hundreds of 
specific applications. 

That’s why so many Rome Cable products are in evidence here and 
throughout the nation. Utilities and industries have confidence in Rome. 
They know its reputation for the thorough research, precise design and 
quality manufacture. 

You, too, will be intrigued by the story of this young independent 
company’s growth and development. Write today for your free copy of 
“The Story of Rome Cable Corporation.” 












RoMarine-RoPrene® all-purpose cable com- 
bines moisture and heat resistant RoMarine 
insulation with the RoPrene (Neoprene) 
sheath. This cable can be installed direct in 
earth or aerially. Underwriters’ approved 
as Type USE. 
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One More Color Line Ruled Out 


Employers Told to End Race Bias in Hiring 


Employers holding contracts 
with the Federal Government 
will need to be more careful in 
hiring and firing from now on. 

Rules are tightened, policing 
may be stepped up, to try to end 
discrimination. The rules apply 
in the South as in the North. Sub- 
contractors and prime contractors 
are affected. 

White House will use 33 bil- 
lions’ worth of orders to enforce 
fair-employment rules that Con- 
gress balked at. 


If you do business with the Federal 
Government, directly or indirectly, 
your choice of the people you hire, 
those you fire, even those you promote 
or fail to promote can become a mat- 
ter of importance. 

The reason is that spending power of 
Government is to be used more direct- 
ly to combat racial and religious dis- 
crimination in the giving or denying 
of jobs to individuals. New rules, ef- 
fective December 2, apply to all persons 
or firms doing business with the Gov- 
ernment, including direct contractors 
and subcontractors, those with competi- 
tive-bid contracts and those with nego- 
tiated deals. 

Machinery to police the new hiring 
standards in a general way is operating. 
How effective this policing will be, how 
“tough” the Government will get, re- 
mains to be seen. But the strongest effort 
yet made in this field obviously is getting 
under way. 

So that employers and individuals may 
know what is going on and what is in- 
tended, U.S. News & World Report 
asked specific questions of Government 
officials concerned with interpreting and 
enforcing the rules. In questions and an- 
swers that follow you get an up-to-date 
report on how the campaign against dis- 
crimination may affect you or your com- 
pany: 

Q Exactly what is the Federal Gov- 
ernment trying to do? 

A It is trying, by use of its vast spend- 
ing power, to make all employers end 
racial or religious discrimination in hir- 
ing and firing. The Government does 
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WORKERS LEAVE THE PLANT 


Government is stepping in 


business with hundreds of thousands of 
businessmen, from one end of the coun- 
try to the other. It had 6 million con- 
tracts outstanding in 1953. 

In the future, whenever a businessman 
sells something to the Government, or 
otherwise contracts with a federal agency, 
he must sign on the dotted line an agree- 
ment that contains the following specific 
clause: 

“In connection with the performance 
of work under this contract, the con- 
tractor agrees not to discriminate against 
any employe or applicant for employ- 
ment because of race, religion, color, or 
national origin. The aforesaid provision 
shall include, but not be limited to, the 
following: employment, upgrading, de- 
motion, or transfer; recruitment or re- 
cruitment advertising; layoff or termina- 
tion; rates of pay, or other forms of 
compensation; and selection for training, 
including apprenticeship. The contractor 
agrees to post hereafter in conspicuous 
places, available for employes or ap- 
plicants for employment, notices to be 
provided by the contracting officer set- 
ting forth the provisions of the nondis- 
crimination clause. 

“The contractor further agrees to in- 
sert the foregoing provision in all sub- 
contracts hereunder, except subcontracts 
for standard commercial supplies or raw 
materials.” 

Q Is this different from previous con- 
tract commitments? 

A Yes. There has been a general pro- 
vision against discrimination in Govern- 
ment contracts ever since 1941. But a 
new presidential order, issued last Sep- 
tember and effective on December 2, 
spelled out for the first time the exact 
wording of the antidiscrimination clause. 
It also specified, for the first time in ex- 
act terms, that contractors must post a 
notice in their plants giving the text of 
the nondiscrimination rules. 

Q Does this mean that a company 
must hire a certain percentage of Ne 
groes and whites, Jews and Protestants 
and Catholics, to get Government busi- 
ness? 

A No. No quotas are established. No 
employer is told that he must have @ 
certain percentage of any group in his 
factory. There may be a valid reason why 
a particular factory has no Negroes, for 
example. That factory may have had n0 
qualified Negro applicants for jobs. The 
question in each case is to be: Is this 
employer discriminating against any pe 
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son because of his color, his race, re- 
ligion or national origin? 

Q What machinery is going to enforce 
the new contract clause? 

A The nearest thing to over-all en- 
forcement machinery is a special federal 
unit—the Presidential Committee on Gov- 
ernment Contracts—that has been set up 
to “educate” and “lead” in the effort to 
obtain compliance with the new contract 
clause. Vice President Richard M. Nixon 
is chairman. Four other high-ranking fed- 
eral officials, seven representatives from 
business and civil life and two prominent 
labor leaders comprise the Committee. 
Jacob Seidenberg is executive director, 
with an office in the Labor Department 
in Washington. 

Q This Committee has direct power to 
enforce employment rules? 

A No. It can only make recommenda- 
tions to the regular federal agencies that 
deal with businessmen. Each agency is 
expected to enforce the antidiscrimina- 
tion clause in its contracts just as it 
would enforce any other terms, such as 
specifications, delivery dates, prices. The 
Committee itself has no investigators, no 
inspectors to send to your plant. 

Q As a practical matter, what can a 
federal agency do if an employer ignores 
the nondiscrimination rule? 

A Legally, it now can cancel its con- 
tract with such an employer. 

Q How would that be handled? 

A Through normal court procedure, if 
the employer took the case to court. The 
Government would serve notice that it 
intended to cancel the contract, just as 
if the company had failed to deliver 
something on time, or otherwise violated 
terms. 

Q But the employer could fight back? 

A Yes. If the contractor claims the 
Government has no right to cancel the 
contract, he can go into court, under 
usual common-law procedure. 

Q Has any contract been canceled? 

A No. No formal action has been 
taken in any federal case. 

Q Then what actually is being done? 

A The Committee on Government 
Contracts has held many conferences 
with Government contracting officers to 
alert them to the program. More than 
300,000 pamphlets—entitled “Equal Job 
Opportunity Is Good Business”—have 
been distributed to employers to explain 
the program. Another 200,000 copies are 
on the way. This is the educational phase 
of the program. 

Q But no really “tough” compliance 
drive is on? 

A Not as yet. Officials report that 
where complaints are made, at this time, 
companies are doing something to cor- 
rect the discriminatory practices or they 
are promising to do something. The 

(Continued on page 48) 
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WHERE CONTINENTAL 
COMMERCE BEGINS 


St. Louis 


A Great Place to Do Business 





Situated at a continental crossroads, St. Louis is the 
nation’s second largest trucking center. Over 300 
carrier lines provide connections to more than 25,000 
cities in the United States, Mexico, and Canada. 
These truck lines move 63 million pounds of freight 
in and out of St. Louis daily. Postwar expansion of 
St. Louis’ trucking facilities totals more than 12 
million dollars ...St. Louis, nearest major city to 
the U. S. center of population, is at the center of 
activity in business, 











Your association with First 
National Bank in St. Louis not 
only speeds your business trans- 
actions... it identifies you, as well. 
And with information provided 
by First National—whose directors 
hold key positions in St. Louis 
business—you’ll find it’s easier to 
plan ahead. First National is at 
the center of activity in St. Louis! 


Inquiries are cordially invited. Address 
the Industrial Service Department. 
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Money Talke 


---AND TALKS 
BACK.TOO! 


When budgets are figured close, the 
pipe that “‘talks’”’ less money initially 
is usually heard above the pipe that 
quietly says, “durability.”” Unfortu- 
nately, the pipe with the low-first- 
cost talk has a habit of talking back, 
too. You know this story too well if 
you’ve watched a pipe repair job 
where low-first-cost pipe has failed 
prematurely. The initial “savings” 
can be wiped out many times in 
labor costs. 

You can save yourself a lot of head- 
ache, a lot of expense if you investi- 
gate longer-lasting wrought iron pipe. 
Write Department Z for our booklet, 
Proof by Performance. 





A. M. BYERS COMPANY 
Clark Building, Pittsburgh, Pa. 
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Great for going places! 
NCB TRAVELERS CHECKS 


“Safe money is coming!" That's what 
commercial houses, stores, transportation 
companies, hotels, motels, restaurant 
people all say the world over when they 
see National City Bank Travelers Checks. 
They're spendable like cash everywhere 
—from Massachusetts to Macedonia—and 
are promptly refunded if lost or stolen. 
Cost only 75¢ per $100. Good until used. 
Buy them at your bank. 


The best thing you know wherever you go 


NATIONAL CITY BANK 
TRAVELERS CHECKS 


Backed by The National City Bank of New York 





Member Federal Deposit Insurance Corporation 


48 


U.S. News & World Report 








promises are being accepted in good 
faith. 

Q What kind of complaints are made 
about discrimination? 

A Most complaints so far involve Ne- 
groes. About 15 per cent involve charges 
of discrimination, in employment, against 
Jews. There have been no complaints in- 
volving Protestants or Catholics. 

Q What about existing contracts made 
before December 2—will they be rewrit- 
ten to incorporate the new clause? 

A The Committee on Government 
Contracts intends to ask contracting 
agencies to try to amend their contracts 
to include the new clause. That probably 
can be done without much trouble in 


who may be part of a minority group in 
a particular area? 

A No. The presidential order doesn’t 
force anybody-to do that. If no qualified 
Negroes come in for a job, the contractor 
does not need to hire Negroes, for exam- 
ple. However, if a qualified Negro ap- 
plies for a job, the contractor cannot tum 
him down, under this order, to take an 
unqualified white youth. 

Q What is the real purpose of the non- 
discrimination drive? 

A Mr. Seidenberg, of the Committee on 
Government Contracts, answers this way: 

“The purpose of the order is to make 
sure there is maximum utilization of 
manpower in this country. We cannot 





WHEN IT COMES TO HIRING WORKERS— 


‘ 


many cases. But not all old contracts will 
be renegotiated. 

Q Do most large employers now have 
a relatively high proportion of Negro 
workers? 

A There are no Government reports 
to show that kind of information. 

Q Will this type of employment-prac- 
tice rule tend to hurt small employers 
most? 

A Official opinion is that the rule 
“won't hurt anybody.” The Committee 
on Government Contracts is described as 
“a responsible and representative group 
of citizens; it is not promoting any hair- 
trigger action.” 

Q Will many employers be forced to 
go out and specifically recruit people 


‘, .. the contractor agrees not to discriminate” 


afford to have large numbers of qualified 
workers kept idle because of discrimina- 
tory practices. The philosophy of this Ad- 
ministration is that where public funds 
are being expended, they should be ex- 
pended without discrimination [as to 
hiring] as they are collected without dis- 
crimination from all groups of citizens. 

“Before legislation is sought to regu- 
late employment practices of private em- 
ployers, the Government ought to set ©} 
example in the armed forces, in the fed- 
eral establishment and where it has is 
sued contracts for supplies. The philoso 
phy is that we ought to have our 0w1 
house in order on this nondiscrimination 
issue before making any moves towsrd 
legislation along that line.” 
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Q So no general “Fair Employment 
Practice Act” is being sought? 

A No. The Eisenhower Administration 
is seeing what can be done, without spe- 
cific law, by exercising the spending 
power of the Government on this issue. 

Q Will subcontractors be affected as 
well as prime contractors? 

A Yes, except for subcontractors sup- 
plying standard commercial supplies or 
raw materials. 

Q Who will police the subcontractors? 

A The prime contractor. When a 
prime contractor signs a contract with 
the Government, he agrees to police the 
terms among his subcontractors. If a 
complaint comes in involving a subcon- 


Fairchild Aerial Surveys, Inc. 


THE WASHINGTON VIEWPOINT 
. .. no hair-trigger action 


tractor, the Committee on Government 
Contracts will ask the federal agency 
that made the prime contract to get in 
touch with the prime contractor, who 
will have the duty of enforcing the con- 
tract’s terms. 

Q Does the order force employers to 
stop segregation of washrooms? 

A There is nothing in the order pro- 
hibiting segregated washrooms. If an 
employer offers equal economic oppor- 
tunity, he might have segregated wash- 
rooms or segregated work lines—that is, 
Negroes on one production line and 
whites on another. That is theoretically 
possible without any violation of the non- 
discrimination clause. Contracting of- 

(Continued on page 50) 
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The bullwheel came down 


foote® 


From a distance, you could 
see the smoke belching high from 
the steam-engine. Closer up, if they 
weren’t too far down, you could feel 
the earth shake as the drill dropped 
in the hole. 

That was spudder drilling in the 
oilfields—only a generation ago— 
and the footage they made a day 
would make a modern driller hide 
his face in pure shame. 


Faster, smoother, cheaper 
drilling is provided by Twin 
Disc Disconnecting Fluid 
Power Take-Off, shown on 
LeRoi L-3000 engine driving 
Emsco Mud Pump on Mid- 
Continent Rig. For installa- 
tions up to 850 hp. Write 
for new Bulletin 506. 





TWIN DISC CLUTCH COMPANY 


, Racine, Wisconsin 


It was a colorful operation .. . but 
the bullwheel was doomed to come 
down. For the efficiency, portability 
and compactness of the internal 
combustion engine—combined with 
the speed and reach of the rotary rig 
—replaced the old, slow method... 
providing flexible, controlled borse- 
power. 

And to control horsepower more 
effectively, today’s driller utilizes 
Twin Disc Friction and Fluid 
Drives. For as the pioneer in power 
linkage, Twin Disc provides Indus- 
trial Drives for all industries . . . as 
standard equipment on the pow- 
ered industrial machinery built by 
leading manufacturers. 
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... THAT'S your view from a Bell helicopter. 


Searching for oil, uranium or other valuable minerals, or for a surveying 
problem, you need a Bell helicopter. It’s the world’s most multi- 
purpose vehicle. 


With complete visibility in all directions, the Bell helicopter 

operates from zero speed to 90 miles per hour, a few feet off the ground or 

as high as a mountain top. Hundreds of pounds of geophysical 

or geodetic equipment can be carried. It is efficient in any climate and 
terrain and particularly adaptable for off-shore assignments. 

















——— ' The Bell helicopter — proved by over one million flight hours — 


— provides the greatest payload per dollar and has the lowest maintenance 
a of any helicopter. Compare the advantages of its economy and 
flexibility with any other machine. 


Every day throughout the world, all types of problems are 
being solved by Bell helicopters owned or leased by companies 
in all industries. Your company can profit from their 

operating experience. 


Complete details, including the names of commercial 
operators nearest you, can be secured with no obligation. 
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ficers report, however, that in practice 
the employer who segregates washrooms 
or work lines will discriminate in em- 
ployment and promotion. 

Q Is an order of this kind really en- 
forceable against the great mass of con- 
tractors dealing with the Government? 

A Mr. Seidenberg answers this as fol- 
lows: 

“We are making a serious effort to en- 
force the order. Most people will comply 
with their contract if they are convinced 
that it is their contractual obligation and 
not just something hidden away in the 
fine print, to be ignored. We are trying 
to show people that this is not a ‘fine 
print’ item but one to be obeyed. 

“The notives that contractors must post 
in their plants will make it hard for any- 
one to hide this requirement of the con- 
tract. The notices list the terms of the 
contract, how the employer promised not 
to discriminate. 

“This program definitely is not ‘win- 
dow dressing.’ We are making a serious 
effort to enforce the terms of the con- 
tract. We have to move slowly because it 
takes time to overcome previous attitudes 
in some places. 

“Some employers already have asked 
for the posters, without waiting to get 
them through the Government contract- 
ing officers. We had so many requests 
from employers that we arranged with 
the Superintendent of Documents, Gov- 
ernment Printing Office, to sell copies of 
the posters to those who. want them. 
Normally, each contractor will get a free 
copy from the contracting agency.” 

Q Defense Department orders total 
about 14 billion dollars a year. What is it 
doing about “fair employment practices”? 

A Like all other agencies, it is includ- 
ing the antidiscrimination clause in all 
its contracts. , 

Q Is the Defense Department ready 
to “police” the new clause vigorously? 

A The word “policing” is distasteful 
to Defense officials. They expect to gain 
their objective by “education, mediation 
and conciliation.” The Department has 
had no experience with the new rules, 
since they became effective only on De- 
cember 2. The procedures set forth two 
ways in which violations can be de- 
termined. One calls for review by the 
Department, checking up on contract 
compliance. The other is by following 
through on complaints. 

When a dereliction or violation 1 
noted, effort will be made to get the con- 
tractor to change his ways. The Presi- 
dent’s Committee will be consulted, but 
so far nothing is laid down as to what 
penalties will be imposed. 

Q How does the General Services Ad- 
ministration, another big federal spend- 
ing agency, plan to enforce “fair em- 
ployment practices” ori contractors? 
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A The GSA has a “director of compli- 
ance and security,” who heads the work 
on compliance with the nondiscrimina- 
tion clause as well as with other contract 
terms. He has a staff of regular inspectors 
of GSA contracts who are supposed to 
report any noncompliance they happen 
to notice, such as total absence of Negro 
workers in areas where many Negroes 
are living. 

In addition, violations are reported by 
“special agents,” about 50 men who 
make the rounds of GSA contractors’ fac- 
tories to check on security matters, ac- 
counting procedures, general compliance 
with contracts. This staff made a special 
check every six months, in the past, on 
compliance with the earlier nondiscrimi- 
nation clause in GSA contracts. 

Q What happened where GSA found 
violations? 





Wide World 


VICE PRESIDENT NIXON 
..» heads the advisory unit 


A The inspectors usually worked it 
out with the contractors, who generally 
comply with nondiscrimination rules 
when they understand them. If trouble 
develops, the matter is referred up 
through the ranks until it reaches the 
director of compliance. 

Q How many complaints 
Washington on this basis? 

A The GSA’s director of compliance 
teceived 15 complaints in a 12-month 
period ending several weeks ago. 

Q Has the GSA canceled any con- 
tracts as the result of “discrimination” 
complaints? 

A No. 

Q Has any GSA contractor turned 


reached 


down a Government order because 
of the “fair employment practices” 
clause? 
A No. 
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We're right in the heart of 
industrial America. And a number 
of communities in our area are 
prepared to make industrial plant. 
locations available to responsible 
enterprises on very attractive terms— 
either on lease or lease-purchase. 


So just tell us what you’re looking for, 
and we'll do your location shopping 
for you—in the biggest industrial 
supermarket in the world. We 

develop detailed information studies 
on a confidential basis—with 

no obligation whatever. 


Get on our Business Opportunities 
Mailing List. Write or phone 

Area Development Department, 

The West Penn Electric System, 
Room 907, 50 Broad Street, 

New York 4, N. Y. WHitehall 4-3740 





West Penn Electric System, Room 907 
50 Broad Street, New York 4, N. Y. | 


Without obligation, please send me a hand-picked assort- | 
ment of current Industrial Data Sheets on available 
industrial buildings and sites in your service area. 


Monongahela Power Company | 
The Potomac Edison Company | 
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WHEN VOTERS TURN THEM OUT— 


Veteran Congressmen Can Retire With Up to $11,250 a Year 


Like to retire on $10,000 a 
year for life? Here’s how: 

Make a career of being elected 
to Congress. The risks of sudden 
unemployment are great, but 
those who survive long enough 
find that a pension system is 
paying off well. 

For an investment of 6 per cent 
of salary each year, ex-Congress- 
men will be able to draw up to 75 
per cent of their old pay. 


Pensions for Congressmen are tak- 
ing a lot of hazards out of life for 
some of those in politics. 

Of four Senators and nine Repre- 
sentatives age 62 or above who resigned 
or were defeated in this year’s elections, 
all but one or two are eligible now for 
pensions that range from about $1,800 
to $11,000 or a little more each year for 
life. 

Homer Ferguson, for example, was 
defeated at age 65 after 12 years as a 
Senator from Michigan. He has contrib- 
uted to the pension plan for years. If he 
is paid up completely—cost in his case, 
about $9,000—he now becomes eligible 
for full benefits, about $4,000 a year for 
the rest of his life. 

Some now leaving Congress will get 
more, others less. Edwin C. Johnson, 


leaving at 70 to become Governor of 
Colorado, is eligible for a pension of 
about $5,500 a year, after 18 years in 
the Senate. Guy Cordon, of Oregon, 
defeated at age 64 after 11 years in the 
Senate, soon will start drawing a pension 
of approximately $3,000 a year for life. 

Only one Senator of retirement age 
who was defeated in the recent elections, 
Guy M. Gillette, of Iowa, did not sub- 
scribe to the pension plan. After 22 years 
in Congress, Mr. Gillette will get noth- 
ing. His pension, had he participated in 
the plan now in effect, would have 
amounted to more than $6,500 a year 
for life. 

Departing Congressmen, after years 
spent in the House, sometimes will draw 
even bigger pensions than this. Robert 
Crosser, of Ohio, for example, as a vet- 
eran of 38 years in the House, is eligible 
for the maximum pension, if he has com- 
plied with all the requirements for ear- 
lier years. The maximum is 75 per cent 
of final salary, or $11,250, for life. Mr. 
Crosser now is 80, will get his pension 
whether or not he carries out his inten- 
tion to take a Government job. 

Why pensions vary. Each congres- 
sional pension, actually, will differ in 
amount. It depends or. length of service, 
plus optional payments. Some Congress- 
men have failed to pay up back contri- 
butions to the plan for the years prior 
to 1946, when it was adopted, and so 
will get reduced amounts. 

But, once the individual has served 
six years or more in Congress and has 


ABC’s oF PENSIONS FOR CONGRESSMEN 


Any Congressman now 


can earn a pension by paying in. ... . .$900 a year 


After 6 years in Congress, 


he'll get, starting at age 62, at least 


After 30 years in Congress, 


$2,250 a year 


he can draw a top pension of .... . $11,250 a year 


KEY to the size of a yearly pension: 2'2 per cent of 
average salary multiplied by number of years in 


Congress. 
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contributed 6 per cent of his salary to 
the plan, he is assured of a pension 
when he reaches retirement age. About 
90 per cent of all members of the House 
and Senate are contributing to the plan, 
expect ultimately to be drawing congres- 
sional pensions. 

Only hitch: re-election. This pension, 
once granted, can be withdrawn only 
if its recipient is returned again to Con- 
gress. Former Senator Joseph O’Ma- 
honey, of Wyoming, for instance, al- 
ready had begun drawing his pension, 
but now has been elected to the Senate 
again, so his pension income ceases 
while his senatorial salary is resumed. 
But the same pension would continue 
if a former Congressman became Presi- 
dent, took a job in private industry, or 
even a job in Government. 

As a result, the congressional pension 
plan is turning out this year to be the 
means of easing much of the risk of a 
career spent in Congress, where unem- 
ployment is a constant threat with every 
election. The plan, adopted in 1946 and 
modified broadly in the past session of 
Congress, now works like this: 

Amount of a Congressman’s pen- 
sion is computed by multiplying 
2% per cent of his average salary 
by the number of years spent in the 
House or Senate. In 20 years, a man 
elected now can draw a_ pension 
of 50 per cent of his $15,000 salary, 
or $7,500 a year for life. The in- 
dividual must have had six years’ 
service in Congress to qualify, 
and must be 62 to get the full 
benefits. 

It’s much more costly, but pays a far 
bigger pension, than Social Security. The 
Congressman must contribute 6 per cent 
of his full salary. Under Social Security, 
he would pay only 2 per cent of his first 
$3,600—or of his first $4,200 after next 


January 1. Moreover, he gets no help ~ 


from employers or Government. But his ~ 
pension, in the end, may well exceed 
$10,000 a year, where the most he can ~ 
expect from Social Security, .except im | 
unusual cases, is $1,950 a year. 4 

Cost of this political-risk insurance, ~ 
the figures indicate, is being borne by © 
Congressmen enthusiastically. Of the ~ 
531 members of the House and Senate, © 
488 subscribe to the plan. About a mil 
lion dollars already has been paid out” 
in pensions and disbursements. And 4 
dozen new pensioners are being added ~ 
now. 
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FOR EVERY FILTER 
SMOKER ON YOUR LIST! 


KING SIZE OR REGULAR 


Perfect to give . . . because no filter compares 
with L&M’s exclusive Miracle Tip for quality 
or effectiveness. You get much more flavor, 
much less nicotine. And notice how easy it 
draws! LaM—America’s best filter cigarette 
.-.in the most distinctive of holiday cartons. 


© Liccett & Myers Tos 
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FROM THE CAPITALS OF THE WORLD 





WASHINGTON... .MOSCOW....HELSINKI....PARIS....BERLIN.... 








>> A drift toward talks and maybe a deal with Soviet Russia is under way. 
Communist China's maltreatment of U.S. airmen is not being allowed to stop this 
drift. Leaders of the Big Three--U.S., Britain, France--are now engaged in 
preparing the ground for negotiations with the Russians next spring. 


>> "Peaceful coexistence," in fact if not in name, is getting a tryout. 

To take just one bit of evidence.....Talking with Russians is now to be 
encouraged. U.S. representatives in Moscow are under instruction to chat with 
Malenkov, Molotov and the rest at parties, dinners--whenever they get a chance. 

Malenkov, a few weeks ago, went out of his way to talk with the U.S. and 
British ambassadors at a party, said he wanted more such informal chats. 

Secretary Dulles now says he thinks it's a good idea, too. 

Iron Curtain inside Moscow, which has kept Western diplomats away from 
Soviet leaders, is apparently to be lifted. Or so Malenkov promises. 

Theory is that easy, informal relationships between U.S. envoys and Soviet 
leaders can do more than infrequent formal meetings to promote understanding 
between U.S. and Russia, maybe ease tensions that might otherwise end in war. 

That is the theory. It remains to be seen how it will work in practice. 











>> Soviet leaders are not letting pleasant chats with Western diplomats 
stand in the way of Moscow's basic, world-wide program. 

While the men in the Kremlin urge the world to relax and smile..... 

Soviet factories are turning out new planes, including heavy bombers, said 
to match anything the U.S. has. Planes are streaming out of 360 plants. 

Additional satellites for Moscow, at the same time, are in prospect. North 
Vietnam is already in the Communist camp. South Vietnam is drifting toward it. 
Indonesia shows very clear signs of heading in the same direction. 

Probing for other soft spots goes on without letup. For example: 

Finland is under new pressure to become a satellite of Moscow. Afghanistan 
is getting the honeyed treatment--loans, machinery, hints Russia may help it 
grab a chunk of Pakistan. Iran is promised its claims against Russia will be 
paid in gold. Turkey is told that a new day in Soviet-Turkish relations is now 
dawning, that past hostility was all Stalin's fault, and now he is dead. 

In France, Soviet agents are stirring up opposition to the Paris pacts. 

In the Kremlin, whether Malenkov smiles or frowns, it's business as usual. 














>> To understand what's going on in Helsinki, capital of Finland..... 

A Soviet Vice Premier, A. I. Mikoyan, dropped in on Helsinki the other day 
to attend--so he said--the launching of an icebreaker Finland had produced for 
(over) 
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Russia. The Finns were surprised by the visit, wondered what was up. 
They soon discovered. For, as a result of Mikoyan's visit..... 
Russia's economic grip on the Finns is stronger. A new loan for the equiv- 
alent of 10 million dollars is being offered by Moscow, accepted by Helsinki. 
Exchange of technical knowledge and of experts has been pledged. 
Kind words for a Soviet security pact have been publicized in Helsinki. 
On the surface, Mikoyan's visit seems to have paid some dividends. 





>> As insiders in Helsinki size up this new deal with Moscow..... 
Finland's Premier, U. K. Kekkonen, is busy playing politics. He agreed to 
a deal in order to get the Finnish Communist vote. He needs it if he's to step 
up to the Presidency in 1956. It's this, not love for Moscow, that's in his mind. 
Risk is that Communists, in the end, will prove smarter than Kekkonen. 
Helsinki fears that Kekkonen has already gone too far. Most Finns approve 
friendship with Russia as only realistic, but they want their independence, too. 
The Finns don't-scare easily, but they are worried about Kekkonen's tactics. 





>> In Paris, the backstage maneuvering of French politicians is once more 
worrying Allied diplomats in London and Washington. 

Rearmament of Germany, through ratification of Paris pacts, is not really 
popular. A deal with Russia would have much wider appeal. Maneuvering to this 
end is always going on in certain quarters. The Allies will never be sure that 
France is going along on German rearmament until it's signed, sealed, delivered. 

This is why London and Washington felt so uneasy about the flurry of visits 
involving French and Soviet diplomats in both Moscow and France. Old fears 
about French softness toward Russia revive in this atmosphere. 

There's agreement on talking with Russia after German rearmament begins, 
but French enthusiasm for such talks seems to France's allies. excessive. 











>> Voters in West Berlin have just had another chance to express themselves 
for or against Communism. In West Berlin elections, this was the result: 
Against Communism, 97.3 per cent. For Communism, 2.7 per cent. Even in 
what was once Berlin's reddest district, Communists polled only 4.2 per cent. 
Fact that West Berlin is an island deep inside Soviet-controlled territory 
hasn't seemed to intimidate the voters. Instead, Berliners react in exactly the 
opposite way. They've seen Communism at first hand, and want no part of it. 
Moscow's dream of building a popular Communist Party in East Germany, it 
appears from the Berlin vote, can now be put on ice. In an honest election in 
East Germany, chances are the Communists would be overwhelmed. 
As a result, there's less reason than ever to expect Moscow, in talks with 
the Allies next spring, to agree to genuinely free elections for all Germany. 














>> Berliners discount Moscow's threat to build a big East German Army. 
Desertions, for one thing, might be a major problem. As it is, even though 
the present East German armed force is on a volunteer basis, one seventh of the 
total force has deserted to the West. Still more desertions can be expected in 
a draft army, one frankly built to serve Moscow, with Soviet officers in top 
posts, and organized to fight against fellow Germans in West Germany. 
Moscow remembers, also, the riots stirred up by unarmed East Germans not 
so long ago. The Kremlin will think twice about giving many East Germans guns. 
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Where there is light, 


danger stands naked to the eye, and fear of the unseen, un- 
known and nameless fades in an instant. Where there is light, 
the facts revealed are stepping stones along the path to reason. 
Where there is light, there is understanding, there is confi- 


dence, there is truth. 
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=with LEWIS L. STRAUSS 


Chairman, Atomic Energy Commission 





“WE'RE AHEAD OF THE SOVIETS 
ON THE H-BOMB” 





EDITOR’S NOTE: Js U.S. really winning the 
atomic-arms race? What about Russia’s progress? 
Is there any doubt at all, in official circles, that 
Russia has atomic bombs? 

What is the attitude of most scientists now to- 
ward the atom program? Are “moral issues” de- 
laying new experiments? When will atoms -be 
used for peaceful purposes? 

For answers to these and other questions, “U. S. 
News & World Report” invited Lewis L. Strauss, 
Chairman of the Atomic Energy Commission, to 
its conference room for an interview. 








Lewis L. STRAUSS appraises atomic energy’s 
growth from a unique vantage point. 

Mr. Strauss was a member of the Atomic 
Energy Commission from its beginning, in 1946, 
until 1950. He returned as Chairman in 1953. He 
thus has taken an active part in nearly all basic 
decisions in the nuclear-energy field. 

An investment banker in private life, Mr. 
Strauss made his mark in Government circles in 
World War II. He had a distinguished record in 
naval procurement, rose to rear admiral. He is 
58, a native of Richmond, Va. 








Q You realize, Mr. Strauss, that the public’s im- 
pression about atomic energy and the bombs is influ- 
enced a good deal by what the people who are in the 
know say about them— 

A Yes— 

Q And we can assume that the President of the 
United States has all the information available from 
the Atomic Energy Commission and all other intelli- 
ence sources about what’s going on in Russia— 

A Well, the Atomic Energy Commission is not the 


President’s source of intelligence. We help interpret 


intelligence and co-operate with the CIA [Central 
Intelligence Agency], but we are not a primary source 
of intelligence. 

Q Have you no scientific devices to know whether 
the Russians have exploded a bomb or not? 

A [ll have to say I can’t reply to your question. 

Q Has that not been published—hasn’t a state- 
ment been made about that? 

A I don’t know of anything official. 

Q It was done under the Truman Administration— 
President Truman issued a statement in which he said 
that they had exploded the bbmb— 

A I think he said that they had produced an atomic 
detonation or something of the sort. 

Q Well, here you have a former President, Mr. Tru- 
man, who when in office knew all there was to know, 
and to this day no one has ever explained his state- 
ment after he left the White House in which he says 
there never was an atomic bomb exploded— 
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A That interview has been a puzzle. You will recall 
the statement was reportedly made just after Mr. 
Truman had returned to Independence, in January of 
’53. It was followed later that month, sometime be- 
tween the 20th and 30th of January, by a statement 
signed by Senator [Bourke B.] Hickenlooper, Con- 
gressman [W. Sterling] Cole, and by Mr. [Carl T.] 
Durham, a Democratic Congressman of North Caro- 
lina, who was the ranking minority member and had 
been acting chairman of the Congressional Joint Com- 
mittee [on Atomic Energy]. This statement voiced 
surprise that ex-President Truman had made such 
a pronouncement. The original statement had not ap- 
peared over his signature. It was by someone who had 
interviewed him. 

Q Have you ever publicly stated the viewpoint of 
the Atomic Energy Commission as to whether the Rus- 
sians have the bomb? 

A Yes, but, more importantly, I think President Ei- 
senhower at a press conference stated that the Rus- 
sians possessed nuclear weapons which could inflict 
great damage on the United States, or words to that 
general effect. I think it was a press conference early 
in October of ’53. 

Q Well, when you were on the Commission as 4 
minority member, the Commission was advised, or at 
least accepted as a fact, that the Russians had explod- 
ed an A-bomb, and that was the impetus which 
brought about going ahead with the H-bomb— 

A I never doubted that they had atomic weapons, 
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U.S. Has More Facilities and Devoted, Free Men... 


Peaceful Power: 10 to 20 Years... Age “Just Dawning” 


and I think their repeated tests could hardly be ac- 
counted for in any other way than that they are test- 
ing improvements in their weapons. 

Q Would that hold true for both the A-bomb and 
the H-bomb? 

A That’s my personal belief. 

Q If it’s true that they have both of these weapons, 
how far back would you say that fact was established? 
When this doubt about the hydrogen bomb was on, 
there was a date there on which that information came 
and we went ahead— 

A They’ve been testing atomic weapons at least 
since the late summer of ’49, and they’ve been testing 
weapons utilizing the energy of fusion at least since 
August, ’53. 

Q The impression has been given that when the 
AEC learned that Russia had these weapons, we no 
longer hesitated in our development of the H-bomb— 

A The Commission was active substantially before 
that. 

Q But they no longer hesitated in getting unanim- 
ity from the scientists on that, did they? 

A Oh, I think the scientists who had been actually 
working on it were never anything but unanimous. 
But I wasn’t in the Commission between 1950 and 
1953 and so can’t speak from my own knowledge. 

Q But you have a situation where the Government 
evidently learned that Russia had the bomb and then 
went ahead full scale, full speed ahead. Then, when 
that moral issue was resolved, we are also now told 
there were a number of scientists who objected even 
then though they knew the enemy had it— 

A Not any of those working on the Commission. 
You see, we knew the Russians had mastered a ther- 
monuclear reaction summer before last. 

Q But we found out in ’49 from published material 
of all sorts that our Government, whatever hesitancy 
it had had, went ahead full speed when they found 
out the Russians had the atomic bobmb— 

A That is right. But at that time the General Ad- 
visory Committee [of the Atomic Energy Commis- 
sion] was not the group engaged in making the weap- 
on at all. The General Advisory Committee is a group 
of scientists who are not employed in the laboratories. 
They were not people in the operating end. They were 
opposed to it in 1949 with the exception of one mem- 
ber, who was abroad and whose opinion subsequently 
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became known. In the summer of ’53 after the Russian 
test of a thermonuclear device, I feel certain there 
were no members of the General Advisory Committee 
who were opposed to it. 

Q And in the earlier period most of them were op- 
posed to it? 

A In the earlier period, most of them on the GAC. 

Q In the period when we found out that Russia had 
the A-bomb, and the question then was whether we 
should go ahead with the H-bomb, there was still a 
lot of dragging the feet going on— 

A On the part of the laboratories, no. 

Q What is the power of this Advisory Committee? 

A It is as its name indicates—advisory. It has 
no authority to control the decisions of the Com- 
mission. 

Q Didn't it influence them? 

A To some extent it may have influenced some of 
the people on the Commission. That is what an ad- 
viser is supposed to do. Some may have been influ- 
enced, some may not have. I cannot speak for anyone 
naturally but myself. It did not influence me. 

Q Are we making any progress now? 

A Yes, we are making very rapid and satisfactory 
progress. In a business which has no competition un- 
til and unless you go to war, it’s a little dangerous to 
feel assurance that the progress is satisfactory, but I 
believe it is. 

Q It’s a big operation, isn’t it? 

A It’s a big operation, and there are substantial 
things that happen that make you feel that, well, 
progress is substantial. 

Q Do you think we are substantially ahead of So- 
viet Russia? 

A Yes. We started sooner. We have more material 
to experiment with. We have more facilities. We be- 
lieve we have more of these very large experimental 
machines. But, since I can’t look behind the Iron Cur- 
tain, I can’t be absolutely certain. Most importantly, 
we have a devoted group of free men at work on the 
problems. 

Q Well, if we are so far ahead now, are we getting 
scientists who are saying it’s no use exploring un- 
explored fields? 

A No one has said anything that could be construed 
as setting any bounds to continuous exploration. 


(Continued on next page) 
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... “My belief: Espionage was of substantial aid to U.S.S.R.“’ 


Q Do you think that the argument that is often 
made that “everything would have been known any- 
how” is right? 

A Yes, if you disregard the time factor. The pri- 
mary purpose that security serves—and it’s a very 
important purpose—is to protect military information 
for as long as possible. It is a holding operation. 

Q Is it inevitable that all information like this, 
without any espionage, will become available to the 
public through science? 

A Yes. I think the observed phenomenon of simul- 
taneous invention, which has occurred so often in 
widely separated places in the world, demonstrates 
that when the surrounding climate of knowledge 
reaches a certain point men do think of the same 
things simultaneously—even when they are situated 
at the antipodes—and this simultaneous invention has 
frequently been remarkable in its detail. But more 
often we can look for time to elapse between an inven- 
tion in one place and in another. 

The aim, of course, in a world such as we have is to 
hold for as long as possible what we know and find out 
that is of military significance. That’s of particular 
value when the things that you discover are discovered 
not only through ingenuity but through the fact that 
you are in the fortunate position of having the funds 
and the resources to build very large machines. Then 
these discoveries are sometimes the product of the 
machine as well as the intellect. 

Q By how much time did espionage reduce the 
spread of this atomic knowledge? 

A It will be interesting to know that precisely, and 
we probably won’t know it for years, if ever. 

Q Are you sure that there was a shortening of the 
period by espionage? 

A No one can be sure, but it’s my belief that since 
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Fuchs confessed that he had turned over what he 
knew—and he knew a great deal—and the Rosenbergs 
and others were busy at it, then it would be the most 
unusual situation if the Soviets got the information 
and did not take advantage of it. It is conceivable, of 
course, that the information reached somebody who 
put it in his desk drawer and never used it, but I 
would think that that was unlikely in view of the 
pains they took to obtain it. It is my belief that es- 
pionage was of substantial aid to the U.S.S.R. 

Q Did you read all the documents in the case of 
Klaus Fuchs, the spy, who stole our secrets? 

A I read everything which was made available to 
me. Whether that was all or not, I do not know. 

Q Do you gather from reading that that Fuch’s 
viewpoint that a scientist belongs to all nations and 
not just to one is a viewpoint concurred in by a great 
many ‘scientists? 

A No, I do not. I think the views of Dr. Fuchs are 
those of a very small minority—numerically un- 
important. 

Q Do you think there are any people in this coun- 
try who hold that concept? 

A I don’t know. As I recollect the case, he made 
the argument that the Soviets were our allies and 
should be helped—that he knew best how they should 
be helped. It’s an intolerable sort of reasoning—he set 
himself up as the tribunal of what they were entitled 
to get. You can have no effective security under such 
conditions. 

Q Do you think that by and large the scientist 
recognizes his national allegiance? 

A I think that by and large the American scientist 
is as patriotic as any other citizen. Science has its ir- 
responsible fringe just like every other group. 

Q To what extent do you think the scientist is 
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.. “Scientists raised the moral issue as citizens” 


capable of formulating the military strategy of the 
country? Some of them feel they are entitled to. 

A For all I know, some scientists may be as good 
generals as those in uniform, and some military men 
are admittedly competent scientists, but as a general 
rule I had rather leave science on the one hand and 
military strategy on the other to the men who have 
been schooled in those particular disciplines. 

Q But, using it quite impersonally, from a function- 
al standpoint, reading the records of the General 
Advisory Committee of the Atomic Energy Commis- 
sion—from all that’s been published it’s pretty appar- 
ent that they are consulted by the military services 
and have a lot to say whether we shall have a Strate- 
gic Air Command or not— 

A Oh, I don’t think so. The General Advisory 
Commission of the Atomic Energy Commission has 
not been consulted by the military so far as I am 
aware. Individuals on it have, but not the nine-mem- 
ber Committee. 

Q Would you consider it the function of anybody 
employed on a scientific project to be discussing the 
military strategy of the United States? 

A To the extent they are consulted, yes, and to 
the extent that any American citizen, if he is able 
to respond, would advise his Government. 

Q You see, from the records, according to what’s 
been published, there are men who have tried to ad- 
vise our Government as to whether it was militarily 
desirable, morally desirable, and a lot of other ques- 
tions that a layman might disturb himself about. But 
is it the function of the scientific advisers on atomic 
energy to enter even the question of the moral usage 
of these weapons? 

A I think I see what you mean, but I can’t believe 
you intend that the fact that a man is a scientific 
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adviser disqualifies him from expressing an opinion 
on a moral issue or on a military issue. 

Q But it seems quite simple. If you have a plumber 
and you invite him to your house to install some 
plumbing, he may say it’s crazy for you to have a 
bath in five different rooms, but if that’s the way you 
want to run your house, then he’s there to furnish 
the plumbing. But these scientists come in and say, 
“We don’t think we should develop the H-bomb. We 
think it’s immoral.” Well, what business is it of theirs 
if it’s immoral? 

A Well, go back to this plumber. He comes and 
sees you have a television set. There’s a program that 
your children are looking at, and he disapproves of it 
and so he disconnects the set. If he does that he has 
stepped out of his role. 

Q You wouldn't allow him to sit in the councils 
of your family—these men sat in the councils of the 
Government and raised moral issues as to the use of 
the bomb. Where do they get that right? 

A I say that they raised the moral issue as citizens. 
The fact that they were scientists was incidental. 
Others might have raised the same issue. The scien- 
tists in question were aware of the fact a decision 
was being made because of their participation in a 
specific technical discussion. John Doe might have 
raised the same moral issue, but he wasn’t aware that 
the question was being debated because he hadn’t 
been consulted at all. 

We have to be fair about this. I disagree with 
those men who raised this particular moral issue, 
because I think they were confused. I think it is just 
as immoral to kill 100 noncombatants as to kill 
10,000. The defense of our country against an un- 
scrupulous enemy was the real touchstone as to 
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..- “No sense to concede to an enemy” sole use of A-bombs 


whether we should have more effeccive weapons. But 
the right to raise a moral issue is unassailable. I would 
have to defend that right with all the vigor I have. 

Q But the scientists objected to the H-bomb be- 
cause it was immoral— 

A An unfortunate aspect of this is that the public 
has been given the impression, intentionally or un- 
intentionally, that all the scientists were opposed to 
this development, or, as some commentators have 
recently written, the “majority” of them were. In 
the first place, there was never any poll of scientists 
on the subject. Some very distinguished scientists 
were convinced that we had no choice but to go ahead 
with the development—as some other distinguished 
men were of the contrary viewpoint. There were 
great men in favor of it like Karl T. Compton. There 
was no more respected scientist, during his lifetime. 
He went on record in writing for it. There were also 
distinguished men like Ernest Lawrence, John Von 
Neumann and many others who favored the project. 


ETHICS OF A-BOMB— 


Q Isn't the problem here whether or not the moral 
objections that were raised by some of them impeded 
their activity as scientists who were employed by the 
Government and got in the way of their judgment 
of scientific facts? 

A Well, there one can’t generalize because one 
would have to look into the motivations of the in- 
dividual. The fact is that the moral objections to it 
stemmed from the sort of thing that as a people we 
can be proud of—that is to say, the fact that we have 
compunctions against the use of weapons of mass 
destruction. - 

But the difference between the use of a weapon 
that killed 80,000 people at Hiroshima and one that 
would kill several times as many is a question of 
degree rather than morals. Any weapon that kills 
innocent noncombatants is horrible. 

I do not see where a line can be drawn with the 
climate on one side of it moral and on the other side 
immoral when it was simply a line between numbers 
of victims. I’ve yet to see that any good case can be 
made for the atomic bomb or, for that matter, for a 
World War II blockbuster, as being moral per se. The 
only argument that you can make for such weapons 
is that they are designed to win a war more quickly. 
If they do end a war more quickly, there is a sort of 
moral argument for their use. Or, to put it another 
way, if they prevent us from being defeated, there’s a 
moral argument. It is certainly immoral to concede 
to an atheistic and unscrupulous enemy the sole pos- 
session of such weapons. It is not only immoral—it 
makes no sense. 

Q Would you say, then, that from your experience 
the vast number of scientists employed by the Gov- 
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ernment or consulted by the Government confine 
themselves primarily to scientific subjects? 

A Yes, and naturally so. And I would add also 
from my experience that on the subject we’ve just 
been discussing they think just as we do—those with 
whom I have discussed the subject. 

Q Can you explain the lack of moral consciousness 
that existed prior to the dropping of the bomb on 
Japan when we were defeating the Axis, and then 
the sudden acquisition of moral consciousness after- 
wards on the part of some of the same people? 

A No. That involves a man and his conscience. No 
one can stand in judgment in such a matter involving 
another human being. 

Q Turning to the security of your scientists, would 
you say that the bulk of the scientists accept the 
security setup, the regulations and proceedings? 

A Yes. I do. I think it’s fashionable to object to 
some details. But, as a matter of fact, the security 
situation has been very much relieved in recent years. 
The policy of the Commission now is, figuratively 
speaking, to have higher fences around much smaller 
areas. That is also true physically. We used to patrol 
all around the big reservations. Tanks and armored 
cars have largely disappeared. Fences have disap- 
peared—drawn in to where they are actually around 
the plant itself. The security fence is now actually 
around the hard core of military information. 

But in the period between the time the Commission 
was started in 1947 and the end of July, we published 
actual papers or abstracts of over 50,000 scientific 
papers. 

A few weeks ago, I got together all the reprints, 
where there had been reprints, and photostats of all 
the scientific papers just since the first of this year on 
projects that the Commission had financed, excluding 
the secret ones, and found I had a stack 3 feet high. 

Q You are giving out more information all the 
time— 

A All the time, of course being very careful about 
weapons information. 

Q But there is information which could be useful 
to the enemy? 

A Well, it’s almost impossible to think of anything 
that could not. If you develop a new kind of slide 
rule, it would be useful to the enemy. 


DILEMMA IN SECRECY— 


Q Then you've got security procedures to protect 
that information? 

A Yes. You can try to keep anything you wish 
secret. The question is whether, if you keep it secret 
to the extent that you don’t let all your installations 
use it, you haven’t done yourself more harm than 
the amount you would benefit a potential enemy. 
This must constantly be weighed. 
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,.- “The attitude of scientists is wholly co-operative” 


Q What about information to foreign countries— 
are you more liberal in that respect? 

A We expect to be more liberal. In November, 1953, 
the Joint Committee of Congress unanimously ap- 
proved exchange with the British and Canadians of 
information on the effects of weapons—effects on peo- 
ple and houses and so on. It was designed to enable 
our friends better to protect themselves in the event 
of an atomic attack. 

The new law will make it possible for us, under 
adequate security safeguards and with prior congres- 
sional approval, to give other governments—for ex- 
ample, the NATO [North Atlantic Treaty Organiza- 
tion] governments—information on how to use atomic 
weapons; not how and of what they are made, but 
how to employ them in the event, God forbid, that 
we and they shall ever need that information. 

Q Going back to this question of security, are there 
any objections on the part of the scientists as to your 
methods of clearance? 

A Yes, there have been a few suggestions. Our pro- 
cedures have been published in the Federal Register 
since 1948 and were last revised in 1950. We are en- 
gaged in again reviewing them. At the time they 
were published they were widely commended for 
their fairness. 

Q Are you having any trouble recruiting good 
scientists with these restrictions? 

A I have heard of none. 

Q Could you make the statement that the Atomic 
Energy program has not been in any way retarded by 
the attitude of scientists? 

AI think the attitude of scientists toward the 
Atomic Energy program is wholly co-operative. 

Q Has it always been? 

A I never knew it when it wasn’t good. As a matter 
of fact, I’m sorry that any other impression has 
gained any currency, for it would be true only with 
respect to a very few people. 


FROM SCIENTISTS: IDEAS— 


Q Generally speaking, they are co-operative? 

A More than that. They are the lifeblood of the 
program. Our new ideas come from them. They are 
the people who think of methods of making more 
and better weapons and from whom come also the 
growing catalogue of peaceful uses of atomic energy. 
. Q How much money have we spent on this atomic 
business from the start? 

A Roughly 8.5 billion, plus or minus 100 million 
here or there. 

Q In how many years? 

A Since ’47. 

Q That’s since the postwar period. And how much 
do you still have to spend? 

A Oh, before we get the thing finished, there’ll be 


close to 9 billions invested. Then we will be running 
along with an operating expenditure of about 2 bil- 
lion dollars a year. 

Q For as long as one can foresee? 

A For as long as one can foresee. 

Q You are familiar with what is needed to operate 
this program on, say, 2 billion dollars a year— 

A You need a lot of good people for one thing. For 
another, you need the confidence of Congress. 


SOVIET’'S CHEAP LABOR— 


Q But as a physical propostion, you know what the 
materials are, you know what the personnel is, you 
know about the power and the machinery. Now, while 
we don’t know what is happening inside Soviet Russia, 
wouldn’t a comparable setup like this inside Russia 
be too big for their budget? 

A Who can say? It would cost them very much less 
than it costs us, because a large part of this 2 billion 
represents the cost of labor—the cost of labor not only 
on our payroll, but the cost of labor running through 
everything we buy, from generators and pumps down 
to pads and pencils, That is a price we pay for our 
standard of living. 

In Soviet Russia, on the other hand, that figure can 
be anything they choose to make it. They have the 
people. They can pay them or not, and as much or as 
little as they wish. They can mine their ore with slave 
labor. They can pay them with paper or with the 
barest subsistence. So that you can’t measure this 
thing relatively with Russia on the yardstick of how 
many paper rubles it costs them and how many dol- 
lars it costs us. 

Q You could measure it in resources, then? 

A In resources and the number of skilled people 
employed. You should really measure it in grams of 
gray matter. 

Q But there are also the uranium deposits— 

A Yes. We only knew definitely of the resources 
they had external to Russia—in Czechoslovakia, let 
us say. But having had this experience on our own 
Colorado plateau of increasing the ore supply simply 
because we had to find it, it’s hard to believe that, 
in a land mass as great as theirs, they will not have 
found some supplies unknown to the world before the 
Iron Curtain was rung down. 

Q Do they have the power facilities? 

A There is great hydroelectric potential in Soviet 
Russia. It all depends upon how much power they 
wish to divert for atomic weapons. For example, sup- 
pose our Government were to say that from now on 
Niagara Falls will cease to supply any light or power 
to that area, but would be entirely devoted to a plant 
for war production. Our Government could only do 
that in an emergency. 


(Continued on next page) 
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But an autocratic dictatorship could use all or most 
of its hydroelectric power for such projects, if it so de- 
sired. The people there have nothing to say about it. 

Q What about machinery—is that an essential 
gart of this? 

A Yes. 

Q Where would the Russians get all the machinery? 

A Well, they can buy machinery in Germany, 
Czechoslovakia and other countries. Also they can 
make it. One of the mistakes we’ve made from time to 
time in the past is to underrate their ability to make 
machinery. I think that our experience with their 
weapons and their planes might indicate that while 
their standards are not comparable to ours, they may 
be adequate for their purposes. 

Q It is right for us to be exporting machinery to a 
country that needs machinery as badly as they do? 

A You're out of my area there. 

Q You don’t have any moral advice on that ques- 
tion? 

A That’s a matter of governmental policy. 

Q From the knowledge of what we have in this 
country in the operations of our atomic energy, ma- 
chinery is a very vital part of it, you would say? 

A Yes. 

Q Is this machine tools or machines? 

A Well, machine tools are machines to produce ma- 
chines. 

Q And we have no way of knowing how much ma- 
chinery Russia has? 

A I don’t know the answer to that question. 

Q Is the world getting more radioactive as you set 
off these projects? 

A Yes, but not significantly. Ever since the first 
atomic bomb was tested at Alamogordo, infinitesimal 
amounts of radioactivity have been distributed around 
the world. I am advised by those who know that the 
radiation dose from fall-out is many times less than 
the dose rate due to cosmic rays. 


TIMETABLE FOR POWER— 


Q Turning to the peaceful field, what is atomic 
nergy going to do for this age of ours? 

A Assuming that we don’t have war, I think .hat 
within 10 or 20 years—I may be optimistic, but that’s 
my best guess—we’ll have competitive power, and 
when we have competitive power, instead of displacing 
the fossil fuels—coal or oil—the demands for power 
will have continued to grow so that atomic energy will 
supplement other energy sources. Eventually we will 
exhaust our fossil fuels. 

Q Will the price come down? 

A The price might come down. On the other hand, 
it is conceivable that the price of the fossil fuels 
might increase on the assumption that the more ac- 
cessible supplies will be the first to be used up—also 


because there’s more of value in coal than thermai 
units. What we do now is roughly analogous to burn- 
ing up the books in this room in order to keep warm 
You could get heat from these books, but it would be 
a crime to use them for heat. And so there is a great 
deal more in coal than just heat 

Also there is more in the atomic future than power. 
It is impossible to forecast all its developments. Dis- 
coveries are of frequent occurrence. For instance, it 
now appears that food is going to be preserved for a 
very considerable length of time by what has up until 
recently been an atomic waste product. 

It’s been found possible to change the properties of 
plastics and other substances by radiation—quite 
extraordinary and unusual properties have been 
formed. Various chemical reactions are brought about 
and accelerated by radiation. These are effects ob- 
served only recently. The age is just dawning. It 
would surely look ridiculous a few years from now to 
attempt to set any bounds for its uses. 

Q Is industry interested? 

A Industry is greatly interested. Industrial study 
groups have been formed now—about as many as the 
Commission can cope with. These companies are 
spending their own money. About the only limitation 
now is the number of: people on our staff to advise 
with them. 


LENGTHENING LIFE— 


Q What about the field of health—what can you 
look forward to there? 

A Well, there was a period whcn it was thought 
that because iodine was selectively absorbed by the 
thyroid gland, and that hyperthyroidism and certain 
other disorders of the thyroid could be treated with 
radioactive iodine—that perhaps there was a specific 
affinity of every part of the body for some particu- 
lar element. Only a few have been found. We know 
that there are certain elements that are bone-seek- 
ing. We believe that cobalt seeks the brain. But 
there does not appear to be at the present any 
justification for the supposition that there was a 
separate key to each part of the body, and that by 
finding the proper radioisotope you could direct radi- 
ation to a specific part of the body where a cancer 
might be located. 

But it seems fairly promising now that with the use 
of tracers, and the fact that they can be used to deter- | 
mine the processes in living cells, the mystery of what 
makes cells grow and eventually die will be better 
understood. When that happens—and I believe it will 
—then we will really be on top of the disease problem. 
In an important way that should have the effect of 
increasing the human life span. 

Another thing that we have as a result of develop- 
ments in atomic energy is that there are a number of 
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. - » “Food-supply problem of world’’ would be solved 


people working on the solution to the problem of 
photosynthesis by employing radioactive tracers. This 
is the process in nature which enables vegetation to 
combine water and carbon dioxide in the presence of 
sunlight and make starches and sugars. If it can be 
worked out, it may be that from that point on, since 
both water and carbon dioxide and sunlight are plenti- 
ful commodities, the food-supply problem of the 
world, which has been a limiting factor on population 
growth, would be solved. But that is a long-range 
thing. 


BEHIND “ATOMIC POOL"— 


Q What do you see as the real reason for all this 
atomic-pool business? 

A It is a burning desire on the part of the President 
to find a way out of the dilemma that faces civiliza- 
tion in the age of atomic weapons, to discover some- 
thing that could be done—and that at the time he 
hoped the Russians might go along with—that would 
progressively diminish the size of the weapon stock- 
piles and that would eventually result in an amount of 
fissionable material becoming vested in an interna- 
tional agency for peaceful use all over the world. It is 
the only constructive idea that has been advanced 
since 1946, and, of course, conditions have greatly 
altered since then. 

Q Do you still think that it might be important? 

A I do. But I am skeptical of bona fide participa- 
tion by the Russians. 

Q If they don’t go along, could it still be done? 

A Not in just the same way, because we couldn’t 
in common prudence deprive ourselves of weapon 
material unilaterally. 

Q To what extent is this atomic energy a Govern- 
ment-owned affair? 

A Today it is completely Government-owned. The 
Government buys and beneficiates the fissionable 
material. The Government is the entity with plants 
in which uranium can be separated into isotopes. The 
Government is the only entity that can own any con- 
siderable quantities of it. 

Q Does the Government own the know-how? 

A I would say that up until a few years ago, due 
to the secrecy in which the research was carried on 
during the war, the Government aimed to own all 
the know-how. That has been changed in two ways— 
intentionally by the gradual release of information 
that did not lead directly to weapons manufacture 
and unintentionally by espionage. 

Q Would you say that all this knowledge that the 
Government has acquired should be patented? Is what 
the Government knows about atomic energy patent- 
able at the moment if it Were made public? 

A Even if the knowledge which the Government 
has acquired were patented, the use of the patents 
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would be made generally available to our citizens 
without charge in accordance with established Gov- 
ernment policy. 

Some of the knowledge about atomic energy now 
held by the Government is sufficiently novel to be 
patentable and some is not. Further, even if security 
considerations permitted such disclosure, the Atomic 
Energy Act of 1954 still prohibits granting of patents 
for any invention or discovery which is useful solely 
in the utilization of special nuclear material or atomic 
energy in an atomic weapon. 

Q How can you prevent these companies to whom 
you lease plants from using that knowledge? 

A I assume you mean the companies that operate 
our plants. The purpose of the legislation is, as soon 
as possible without giving undue advantage to people 
who’ve been in the business from the beginning, to 
return it to the free, competitive-enterprise system, 
the American patent system. 

Q When will that be possible? 

A I hope after five years. 

Q Do you anticipate what is called a “giveaway 
program’? 

A It has been called that, but very unjustly. 

Q Well, the Government required that all patents 
in connection with submarine activities of World 
War I be made available to everybody— 

A In the particular case of atomic energy, it wasn’t 
only the wartime aspect of it—that is to say, its effect 
on the conduct of the last war—it was looking ahead 
to the desirability of protecting this information from 
possible enemies who might face us in another war. 
And also there are certain safety aspects to it. 


NEED FOR SCIENTISTS— 


Q Are the universities and colleges turning out 
scientists fast enough to keep your program supplied? 

A I think that the National Academy of Sciences 
and the National Science Foundation have at one 
time or another expressed some concern that there 
are not enough young people going into the sciences. 
We have not yet felt the deficiency, but probably 
will a little later on. 

Q Are any countries taking an interest in atomic 
energy other than England? 

A Yes. Switzerland, Denmark, Belgium, practically 
every Western European country. 

Q Any Latin-American countries? 

A Yes, they take a great interest in it, the Argentine 
and Brazil especially. 

Q What about the 12-nation pool in Geneva—what 
is the status of that organization? 

A I think it’s a healthy organization. Its budget is 
quite small, on the order of a few millions of dollars, 
and over a period of years. But it represents a sincere 


(Continued on next page) 
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... “Many unpredictable things in future for atomic energy” 


desire on their part to get together and conduct re- 
search, and they have many very good technical 
people. 
Q Are we co-operating with that pool in any way? 
A To the extent compatible with security, yes. 


WHAT NUCLEAR ENERGY IS— 


Q How would you define in simple terms just 
what this atomic energy is that you are working on? 

A Well, the law defined it as energy released in the 
course of, or as a result of, nuclear fission or nuclear 
transformation. I know that doesn’t simplify it very 
much. 

Man has known for a long time how to extract 
energy from the elements by chemical action, for 
example by burning wood or coal. The carbon atoms 
of coal combine with the oxygen atoms in air. In 
such reactions, atoms change partners—make differ- 
ent chemical unions—but their essential characters 
are unaltered. Their nuclei are not affected. The 
energy that is released in the heat of burning results 
from a very small decrease in total mass—so small 
that it is hardly detectable—but a small amount of 
mass converts into a large amount of energy. The 
ash and smoke of a cigarette must weigh slightly 
less than the cigarette plus the oxygen required to 
burn it. This difference in weight became energy. 

Atomic energy on the other hand is the result of 
the conversion of a very much greater proportion of 
the mass of atoms into energy. This occurs when the 
dense part of an atom—its nucleus—is split or when 
it fuses with another nucleus to form a different kind 
of atom. 

Learning how to do this under controlled condi- 
tions gave us command of a conversion of mass into 
energy far greater than the chemical union of ele- 
ments known as burning. 

I don’t know whether I have succeeded in answer- 
ing your question, but it is the best I can do offhand. 

Q How would you define an elect:on to the average 
person? 

A An electron is a fundamental negative unit of 
charge. It is sometimes pictured as one of the par- 
ticles that revolve about the nucleus of an atom, 
something like planets around the sun. It is emitted 
by many natural and artificial radioactive elements. 

Q Would you say it’s a little bundle of energy— 
of power? 

A It is most often described as a negatively charged 
particle. 

Probably all particles which have mass are bundles 
of energy. We think of subatomic particles in terms 
of power due to the fact that one of the phenomena 
associated with the fission of the atom is heat, and 
heat can be converted into power. We also think of 
such particles in terms of the observed fact that 
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when radioactive elements emit them they have cer- 
tain properties useful in research—that is to say, 
they can be precisely identified as to what kind of 
particles they are, what atoms they come from. They 
can also be detected at a distance. This makes pos- 
sible the things that are being done with tracers. 

There are a great many unpredictable things in 
the future for atomic energy. 

Someone someday will almost surely find other 
ways to develop an electrical current as a result of 
nuclear transformation without going through the 
business of conducting off the resultant heat with a 
cooling material, running that cooling material 
through a boiler to make steam, having the steam turn 
the blades of a turbine, and finally have the turbine 
turn the shaft of a generator to generate electricity. 

This seems like a long and involved process, and 
I feel sure that some day it will be abbreviated to 
a much simpler operation. 

Q That will be a use of atomic power? 

A That is to say, atomic power will be convertible 
into electricity. There are theoretical ways of doing it 
now. You could plaster a pile all over with thermo- 
couples—a device which develops a weak electrical 
current in the presence of heat. You can get current 
out of a pile that way, but someone must find a prac- 
tical way, a more efficient way 

Q Someday atomic energy will be a big business 
in other than a military sense? 

A Most emphatically yes. We have just begun to 
do a little more than scratch the surface of the great 
mine of peaceful uses. 


DIXON-YATES ISSUE— 


Q What is the basic issue in this Dixon-Yates 
controversy? 

A What happened was that last December the TVA 
[Tennessee Valley Authority], needing power in the 
Memphis area, asked the Bureau of the Budget for 
a large amount of money to build a big steam plant. 
The TVA having originally been set up for other 
purposes, with hydro power as a by-product, is now 
deep in the production of power by burning coal to 
produce electricity. The President and the then Di- 
rector of the Budget, Mr. [Joseph M.] Dodge, were 
casting about for ways in which to avoid increasing 
the national debt and to take some of this load off 
the neck of the taxpayer. 

Accordingly, I was asked whether there wasn’t 
some chance of getting private capital to be interest- 
ed. The President in his budget message of February 
18 said as much. The two companies that were finally 
concerned had written to the TVA and said that 
they were interested in supplying the TVA with pow- 
er in that area, but they only got brush-off acknowl- 
edgments to their letters. Our people turned to these 
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... For TVA’s lower rates, ‘New England is being taxed” 


two companies because they had distribution in the 
particular area. 

Someone has asked why, for example, we didn’t 
open this up to general competition and get Con- 
solidated Edison of New York, Detroit Edison, Con- 
sumers Power and others to bid. I explained that the 
reason was that we had to have a cancellation clause 
in the event we found it unnecessary to use the power 
any more. If we ever canceled, whoever put up this 
plant would have to have some customers and some 
distribution lines in the area. Therefore, a power 
company from outside the area simply couldn’t come 
in and make a proposition. There was no competition 
when the two preceding contracts were made under 
the previous Administration, but there was no po- 
litical campaign and no complaint. 

Messrs. [Edgar H.] Dixon and [Eugene A.] Yates, 
whom I had never met before, did come in and did 
make a proposal. 

Q Were the Dixon-Yates people the only people in 
that area? 

A They were the only people in the area who cared 
to come forward with a proposal. There was a pro- 
posal made by a promoter in New York with the 
assistance of some banking firms and others. That 
proposal was reviewed by the Federal Power Com- 
mission, the Bureau of the Budget and our own engi- 
neers. It was rejected ‘as too costly from the point of 
view of the Government. Also, the backers had no 
operating experience. 

Q Haven't they contended since then that their 
cost was actually lower? 

A Yes, they’ve made that contention. We reviewed 
their detailed contentions, which we found were made 
on a quite different basis than our specifications. 

Q Under the contract that you now propose, can 
you cancel? 

A Yes. 

Q Does it provide for any compensation? 

A There are some penalties for cancellation, yes. 
They are complex, and without reference to the con- 
tract it would be impossible for me to detail them. 


RISK OF CANCELLATION— 


Q Is there actually any risk in it for the com- 
panies? 

A Yes, there is. 

Q Under what conditions—if you cancel? 

A There’s risk in the cancellation, and there’s risk 
if the cost of construction runs over the estimates. 

Q What period is this contract? 

A 25 years plus renewals. 

Q Do they own the plant? The argument is that 
the taxpayers have really given them a power plant— 

A Amortization is included in the price we pay 
for power. 
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Q But that’s paid to them rather than to the Gov- 
ernment, isn’t it? If the Government built this plant, 
then the Government would own it. That’s an argu- 
ment against it— 

A The Government isn’t building this at all. No 
Government appropriation is required. 

Q No..But if they did build it, then they would 
own. Now it is going to be privately built and owned 
and the taxpayers will pay for it. At least, that is the 
main argument raised— 

A That’s true. When you buy electric current here 
in Washington, part of your power bill—a very 
small part of it—is your share of the amortization 
of the plant. When you've finished amortizing the 
plant, you don’t own it. It belongs to the power 
company. The same is true with this contract. 

Q We are just a customer, in other words? 

A That is correct. 

Q What do you think was the source of the oppo- 
sition to this Dixon-Yates contract? 

A Again there I would be out of my depth. Some of 
it is undoubtedly the opposition of people who mis- 
takenly think that maybe this is some sort of a deep, 
dark conspiracy to do something deadly to TVA. 
Some is from people who’d like to see private utilities 
forced to the wall. Some of it is, I think, purely ad- 
ventitious as a political issue. 


TVA POWER: WHO PAYS?— 


Q Will it raise anybody’s utility bills? 

A I wouldn’t be in a position to say “No,” but if 
you add utility bills and taxes together, the difference 
disappears. Sure, there are bills in the TVA area that 
are fantastically lower than, say, in some town in 
New England. But in New England, the people are 
being taxed to make it possible for these lower rates 
to prevail in the TVA areas. New England has the 
highest average rates per kilowatt-hour of any sec- 
tion of the country. They ask why should they pay to 
subsidize tax-free power somewhere else. 

Q What is it due to? 

A Due to a variety of factors. But one thing is sure 
—the very low rate in some parts of the country is 
supported in part by the taxes of New England and 
other higher-cost power areas. 

Q The TVA says otherwise— 

A If you are in business selling something in compe- 
tition with other private citizens, you get along de- 
pending upon how clever you are or how economical 
you are. But if the Government goes into competition 
with you, you sell out or you go to the wall eventu- 
ally, because the Government doesn’t pay any taxes. 
It is an unfair form of competition. 

Q TVA insists they set aside taxes— 

A No. They make certain voluntary payments, 
but it’s not the equivalent of taxation. 
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In its festive holiday carton, traditional 
Myers’s Jamaica Rum is a/ways a heart- 
warming gift idea. It’s always right-bodied, 
too—not too heavy; not too light! 
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97 Proof 


For FREE rum recipe booklet, write to Dept. O, 
R. U. Delapenha & Co., Inc., 655 Madison Ave., 
New York, N. Y., U. S. Distributors 
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® The time for making gifts in 1954 and saving 
taxes on them is drawing to an end. 


® Only gifts paid by December 31 can be used 
for gift tax exemptions this year. 


Some taxpayers are hearing now, 
near the end of the year, about 
saving on taxes by making gifts. 
What does this mean? 

It means you can give relatives or 

friends rather large sums of money or 

property before the year ends, and avoid 

a federal gift tax. 


Is a gift the same as a contribution? 
Not in tax language. A contribution for 
which an income tax deduction is allowed 
means a donation to charity, schools, 
churches and certain other nonprofit or- 
ganizations. Also, these contributions are 
not subject to gift tax. But gifts—for 
gift tax purposes—mean outright presents 
to relatives, friends or other individuals. 
If these gifts are large enough, they can 
call for a gift tax. But you do not have 
to pay a tax on small gifts. 


What items are 
‘gifts’? 

Almost anything of value. A gift, for gift 
tax purposes, might mean money or 
stocks or bonds; it might be real estate, 
a house, an automobile or almost any 
other kind of property that has a cash 
value. The donor is required to pay a 
tax on the value of such gifts above 
certain exemptions that are allowed. 


included in such 


Must records be kept of all gifts? 
That’s important if the gifts are to figure 
in taxes, either now or in later years. A 
complete record of these gifts should 
be kept on file indefinitely. 


How can you save on gift taxes at 
this time? 

The most important thing is to make 
sure that you do not lose your gift tax 
exemptions for this year. You can make 
gifts up to $3,000 in any one year to as 
many persons as you wish without pay- 
ing a gift tax. But to get this exemption 
—or “exclusion,” as the law says—you 
will have to complete the gift before 
the end of 1954. You cannot pass up 
any gift in one year and expect to get 
a double exemption the next year. 


Is this $3,000 a year the only ex- 
emption from gift taxes? 

No. You also get a lifetime exemption 

of $30,000. This sum can be used up all 

in one year, or it can be spread over 


several years or a lifetime. This $30,000 
exemption is in addition to the exemp- 
tion on individual gifts up to $3,000 a 
year. 


Does a married couple get double 
exemptions? 

Yes. Husband and wife together, using 
only their annual exemptions, can give 
a son or daughter or anyone else $6,000 
a year tax-free. By using lifetime ex- 
emptions, too, they can give $66,000 
in one year. These figures assume, of 
course, that the exemptions have not 
been used up before. Double exemptions 
apply even though only one of the couple 
provides the property given away. 


What about a husband's gift to his 
wife? 
There, too,.the double amount can be 
given tax-free. That’s because of the 
split-income principle that applies to 
married couples under tax law; half of 
the property, for tax purposes, is consid- 
ered as already belonging to the wife 
and half to the husband. So, when a 
man makes a $66,000 gift to his wife, 
half of that is counted as already hers. 
Then the husband can give the other half 
—$33,000—as a gift that is exempt from 
the tax. 


Do changes in the law on gift taxes 
apply this year? 

No. The changes that Congress made in 
gift taxes in the latest tax bill do not ap- 
ply in 1954, but become effective for 
the first time for gifts next year. No 
change was made in gift tax rates. The 
tax begins with 2% per cent on taxable 
gifts and then rises gradually to a mav- 
imum of 57% per cent—the top figure 
applies only to gifts totaling more than 
10 million dollars. 


How and when are taxable gifts 
reported? 

Gift tax returns for 1954 should be filed 
with regular tax collectors by next 
March 15. After that, for 1955 and later 
years, the returns will be due by April 
15 of the following years. If you make 
a gift of more than $3,000 in 1954, you 
are .required to report it on a_ retum, 
even though no tax may be owed. If you 
give $3,000 or less, you don’t have 
report it, and there is no tax. 
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tree farmers are in the 


New finishes emphasize the natural color 
and beauty of wood. Today, wood is being 
used more and more because of its adapt- 
ability to modern trends in home design. 
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SNOWSHOE RABBIT on a western tree farm. This ponderosa pine forest contains trees of all ages. Mercha 
trees are individually harvested. Remaining trees increase in size and serve as a seed source for new forest crops 
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business of growing timber as a crop... 


Today, through long-range planning, privately owned tree farms hold 
the promise of a perpetual wood supply for America. Adequate wood for 
lumber, pulp, cellulose and fiber products can be supplied in the future if 
all commercial forestlands are operated by proven tree farm methods. 

During recent years, a new forest economy has developed through the 
voluntary tree farm movement. On more than 32 million acres of pri- 
vately owned forestland, trees are being grown in repeated crops... like 
wheat or corn. Planned harvesting and growing methods provide for the 
natural reforestation of cutover areas. Each year, many thousands of young 
seedlings grown by industry nurseries are hand-planted on timberlands 
where natural seed sources have been destroyed by fire. It is also a tree 
farm policy to harvest over-mature and insect-damaged trees while their 
wood is sound and usable. On commercial tree farms, timber is not a wild- 
land crop . . . it is managed scientifically as a continuing crop. 

All Weyerhaeuser Timber Company forestlands are tree farms. There 
are 5,500 more in America . . . each managed as a private business 
enterprise. Write us at Box A, Tacoma, Washington for an interesting, 
colorful free booklet, Tree Farming in the Pacific Northwest. 
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Weyerhaeuser Timber Company 
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If you have a flair for elegance — and __ set in jewel case above. About $24.79 
the means to afford it — you will grace complete, depending on your state taxes. 
your holiday table with these Schenle pas iis + 
Ae ‘ y Canadian Schenley O.F.C. The Original 
whiskies. —<—<$<—<$<—$— oe 
Fine Canadian, now imported for you 


Schenley 12 Years Old and Champion 8 enjoyment. Obviously First Choice. 


Years Old. Individually packaged in 
handsome gift boxes. Also available, Schenley Reserve. Enjoy the same ele: 
where state law permits, as a matched — gance in the best-tasting blend in ages 


SCHENLEY 12 YEARS OLD AND CHAMPION STRAIGHT BOURBON WHISKIES, 86 PROOF * SCHENLEY RESERVE BLENDED WHISK", 
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86 PROOF. 45% GRAIN NEUTRAL SPIRITS * CANADIAN SCHENLEY O.F.C. CANADIAN WHISKY, A BLEND, 86.8 PROOF. SCHENLEY DIST., INC., N.Y. C. 
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AUTO BOOM HITS EUROPE 


Output and Sales Are Up, Traffic Jammed 


Remember the auto boom that 
changed the American way of 
life? 

Now the motor age is arriving 
in Europe. From Stockholm to 
Rome, demand for cars is soaring. 
Factories report backlogs of un- 
filled orders. 

Everywhere, Europe’s ancient 
streets are clogged with traffic— 
thick, noisy and dangerous to 
life and limb. 


PARIS 

Europe now is experiencing some- 
thing like the automobile age that 
changed the life of America in the 
1920s. 

In Western Europe, automobile pro- 
duction has more than doubled since 
1938. Car ownership has doubled since 
1947. Parking is becoming a real head- 
ache. Accident rates are high and going 
higher almost everywhere. A_ visiting 
American can get a fright a minute these 
days in Paris, Rome, Frankfurt, Stock- 
holm or almost any of Europe’s ancient 
cities. 

Surveys made by U.S. News & World 
Report Regional Editors in London, Bonn, 
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IN THE FACTORIES OF GERMANY 
. record-breaking auto production 


Rome, Paris and in the Scandinavian 
countries show how the people of West- 
ern Europe, after a slow start, now are 
hurtling full speed ahead into the motor 
age. 

Sales soaring. Automobiles no longer 
are the playthings of Europe’s rich alone. 
The middle classes are becoming motor- 
ized in droves. The car hasn’t reached 
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. spectacular traffic jams 
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the worker yet, but businessmen in 
middle-income brackets, shopkeepers, 
professional men and the better-off farm- 
ers are buying cars in increasing numbers 
for business and pleasure. And those who 
don’t have cars have motorbikes. 

Over all for Europe, there now is 1 
passenger car for every 36 inhabitants. 
Sweden leads with 1 per 17 inhabitants. 
Britain is second with 1 per 18 and 
France third with 1 per 23. Even in 
Germany, where motor transport all 
but disappeared at the end of World 
War II, there is a car for every 47 peo- 
ple in 1954, 

Factories in Germany, France, Britain 
and Italy will turn out more than 2.5 
million busses and trucks this year—two 
and a half times the prewar production 
—and by 1960 the output is expected to 
exceed 3 million (see chart on page 75). 
Production records are being broken 
month by month in all four countries. 

New headaches. The rise in motor- 
ing is bringing problems of a new type 
to Europe’s drivers and traffic planners. 
Neither the highways nor the traffic laws 
are managing to keep abreast of the new 
pace in travel. 

Few European countries have speed 
limits on open roads. French drivers 
cruise the open highways at 80 miles an 
hour, and rarely drop below 50 even 
when passing through villages. Along 
Germany’s four-lane Autobahns, Ameri- 
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cans are held to 50 miles an hour by 
U.S. military police, while German 
drivers rip along at double that speed— 
with impunity, as far as the law is con- 
cerned. 

Travel on the open roads is com- 
paratively light, save on week ends and 
holidays. Motels, as a result, still are 
unknown in Europe and roadside res- 
taurants are rare. Daily commuting by 
auto is on a small scale, except for the 
suburbs of London and Paris. 

In France, short four-lane highways 
have been built west of Paris, south of 
Lille and north of Marseilles to aid motor- 
ists in and out of those cities. France is 
planning its first toll roads, east of Mar- 
seilles and north of Paris. 

Germany has its superhighways—but 
they are maddening to an American 
motorist. The Autobahns were built 
mainly for military purposes. As a result, 
they bypass rather than lead into cities 
themselves, and they do not provide 
suburban access to mid-town areas. 

Blueprints for roads. All over Eu- 
rope, highway programs are in the mak- 
ing. Italy expects to add a thousand 
miles of toll parkways in the next 12 
years. Britain* started on a_highway- 
building program in 1946. Germany is 
planning to add 1,320 miles more to its 
Autobahn system—although the money 
has not yet been appropriated. All the 
Scandinavian countries have highway 
programs either planned or under way. 

Still, Belgium, the Netherlands, Swit- 
zerland and Austria have no superhigh- 
ways at all. Yugoslavia has only a strip 
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ON THE ROAD IN ITALY 
... ear-splitting motor scooters 


of modern highway between Belgrade 
and Zagreb. Most of the first-class roads 
on the Continent are too narrow for 
modern traffic. Passing trucks is an im- 
possibility for miles at a time, and the 
hundreds of bicyclists in Scandinavia, the 
Netherlands, Italy and France are a 
constant hazard to the motorists—many 
of them just learning to drive. 

But it is in and around the cities, not 
on the open road, that the motor age is 
producing problems long ago met and 
overcome in the U.S. The crooked, nar- 
row streets of European cities were never 
meant to handle modern vehicles and 


the traffic bottlenecks often are almost 
unbreakable. The traffic jams in such 
places as Paris, Frankfurt, Rome and 
Milan are spectacular. 

The rush-hour traffic in Copenhagen 
has been compared with the tie-ups in 
New York’s theatrical district. Parking 
space is so short in Stockholm that there 
is a plan to use suburban bomb shelters— 
designed for atomic war—as peacetime 
car parks. 

The British Government is trying to 
clear some of the great congestion in 
London with new parking rules. Paris 
has banned curb parking in some down- 
town areas, and in Rome whole streets 
are now blocked off to be used only for 
parking. Police in many cities seem to 
have developed a craze for one-way 
streets in an effort to keep traffic moving 
—even though many times the new rules 
create more problems than they solve. In 
Paris, for example, traffic on some ave- 
nues runs in one direction for part of 
their length, then suddenly shifts to the 
other direction. 

Noise hazard. Europeans find they 
have more than traffic to contend with. 
Belgrade has become a bedlam of blow- 
ing horns. An old law requires drivers at 
each corner to blow their horns once, 
twice or three times, depending on 
whether they are going straight ahead, 
turning right or turning left. In the cities 
of Italy the thousands of sputtering 
motor scooters keep up a wild caco- 
phony day and night. It is getting almost 
as bad in Germany. A Frankfurt lawyer 
who invented a muffler for motorbikes 
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”” One Reason Why Most Europeans Still Don't Drive Cars 


Price of gasoline, per U. $. gallon 
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EUROPE’S GROWING AUTO 
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FRANCE 


GERMANY 


BRITAIN 


ITALY 


(Output of passenger cars and trucks) 


1950 


1951 


1952 


1953 








357,000 


447,000 


500,000 


497,000 


604,000 





305,000 


373,000 


428,000 


490,000 


641,000 





783,000 


734,000 


690,000 


834,000 


1,014,000 





129,000 


148,000 


139,000 


175,000 


208,000 





‘TOTAL 
4 COUNTRIES 





1,574,000 


1,702,000 | 1,757,000 








1,996,000 | 2,467,000 











expects to make a fortune since there is 
talk of making his silencer compulsory 
equipment. 

Paris, not long ago the noisiest of 
them all, now has a new law making 
horn blowing a criminal offense except 
in emergencies. Police are on a campaign 
to force motorists to drive with their 
heads instead of their horns—and a lower 
accident rate already has been noticed. 

The accident rate is one of the grim- 
mer aspects of Europe’s motoring boom. 
In the Paris area alone, for example, 
there were 257,000 auto and motorcycle 
collisions last year. Deaths totaled 453, 
and 31,000 people were injured. The 
number of Paris auto deaths has in- 
creased 30 per cent since 1950. Road 
accidents are on the increase in Britain 
and in most other countries where statis- 
tics are available. Traffic directors of 
European cities are traveling to the U. S. 
to see what can be done to solve their 
many problems. 

These by-products of the motor age 
give a measure of what is going on in 
Europe’s automotive industry. Car manu- 
facturing has expanded faster than any 
other branch of industry in West Ger- 
many. It is one of Italy’s most thriving 
industries and output is rising steadily. 
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*Annual rate based on production in first half, 1954 


Britain, concentrating on exports,. now 
sells abroad about a third more automo- 
biles annually than the U.S. does. 

Most Europeans recognize, however, 
that it is the home market that must keep 
their automobile industry thriving in the 
long run. And how much higher car 
ownership in Europe can mount is ques- 
tionable. United Nations experts in 
Geneva say demand may be approaching 
the saturation point. The gap between 
living standards and car prices is too 
great, they believe, for much further 
expansion. 

Not for workers. The boom in car 
ownership is due almost entirely to 
middle-class families so far. Workers are 
turning from bicycles to motorbikes, mo- 
tor scooters and motorcycles, but the 
price of a car is still beyond the reach 
of workingmen who average a fourth to 
a third of American wages, even in Eu- 
rope’s richest countries. 

Upkeep of an automobile is much more 
burdensome on family budgets in Europe 
than in America. Repairs are expensive 
by any standard. And the price of a 
gallon of regular-grade gasoline ranges 
all the way from around 37 cents in the 
Netherlands to more than 77 cents in 
Italy (see chart on page 74). 
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Installment buying may eventually 
spread car ownership more widely over 
the European population, as it did in the 
U.S. But buying on terms is still in its 
infancy over here and most families feel 
they have to have the cash in hand be- 
fore they can become motorists. 

The small four-cylinder cars that can 
get as much as 40 miles to the gallon 
of gas already are the biggest sellers. 
As living standards rise in Europe, 
these automobiles may come within the 
means of the many groups now with- 
out cars, such as the higher-paid skilled 
workers. 

Order backlogs. Meanwhile, the de- 
mand for cars for middle-class families 
is growing. Large numbers of prewar 
automobiles have yet to be replaced. The 
export market is expanding. And all pro- 
ducing countries have backlogs of orders 
still to be filled. ' 

As a result, the automobile makers 
are not immediately worried over the 
predictions of the economists that there 
are eventual limitations on the demand 
for their products. They look out on 
widening streams of traffic, rush-hour 
jams, crowded parking areas and other 
products of the motor age—and_ they 
are happy about the future. 
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your PLANT LOCATION, 





investigate 


Within overnight shipping distance of this area lie most of the major 
markets of the United States . . . the largest concentration of buying 
power in the world. This is the center of consuming America. 

Similarly, this is the center of producing America where you can find 
raw material sources, suppliers and subcontractors for every basic 
product need. 

These and many other plant location factors . . . nearness to big cities, 
yet far enough away from traffic bottlenecks and congestion’. . . make 
THE CENTER OF INDUSTRIAL AMERICA a logical choice for your new plant 
location. For complete information, send coupon today. 
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AKRON 8, OHIO 


— 
CESSES SSSESESSSESSESESESHESHES SEH ESESESEEESOEOO®SD 
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services: 80 million people nearby plus 
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PROCESSED MATERIALS from basic sup- 
pliers and subcontractors make this 
an ideal location for assembly plants, 
conversion industries and distributing 
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h.. Ike's Friends 


For after-hours diversion and a sup- 
ply of fresh ideas, President Eisenhower 
has gone outside the Government to 
choose his own intimate and influential 








When President Relaxes—He Listens, Too 


se I A Tesi eve AE IRS be ee OSE ARS 


N NEARLY TWO YEARS in the White 

House, President Eisenhower has 
gathered together his own circle of per- 
sonal friends, men outside the Govern- 
ment, to whom he turns for comradeship, 
relaxation and—often—advice. 

Some are old friends, some new. With 
them, the President plays golf and 
bridge, or solemnly discusses the prob- 
lems of office. These men are in and 
out of the White House. Their telephone 
calls are put through quickly. Their mail 
gets special routing. 

Secret Service men, White House po- 
lice have orders to let them come and go 
much as they please. But the list is 
a White House secret. The public, 
in fact, has gotten only infrequent 
glimpses of Mr. Eisenhower's 
after-hours coterie. Many ques- 
tions are asked as to who its mem- 
bers are and what their influence is. 

Some are businessmen who hold 
what usually are called “liberal” 
views. A few held offices under 
Democratic Presidents, or knew 
them well. Some have said they 
voted Democratic before 1952. Re- 
publican politicians of a more “con- 
servative” leaning do not like it. 

Men and ideas. White House 
staffmen usually divide the presi- 
dential intimates into three groups. 
There is a “New York group,” as it 
is called, though not all come from 
New York. There is a publishers’ 
group. And, then, there are the 
golf and bridge players. 
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PAUL G. HOFFMAN AND MR. EISE 
Mr. Hoffman is informa 


Actually, the circle cannot be trisected 
so readily. The groups overlap. The Pres- 
ident, it is said, wants ideas from outside 
the Government, and counts on his per- 
sonal friends to supply them. He some- 
times brings up policies and issues at the 
bridge table or on the golf course. He 
telephones friends, asking their opinions, 
or invites them in for cozy evening dis- 
cussions in his study. 

At the White House, it is said, the 
President consults Paul G. Hoffman 
more often than any other. Mr. Hoffman, 
known for his interest in international 
co-operation, is chairman of the board 
of the Studebaker-Packard Corporation. 
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ee Who's Closest 


friends. Many are considered “‘liberals,“’ 
in domestic and foreign policy. Politi- 
cians are overlooked. Golf, bridge some- 
times blend with serious discussion. 





NHOWER 
consultant’ No. 1 
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BURNING TREE CLUB 








Under President Truman, he served as 
Administrator of Marshall Plan aid to 
Europe, became closely acquainted with 
Mr. Eisenhower when the latter was 
Supreme Commander of North Atlantic 
Treaty Organization forces in Paris. 

Mr. Hoffman, an early and vigorous 
supporter of Mr. Eisenhower for the Pres- 
idency, is credited with great influence 
in shaping foreign policy, including 
the present emphasis on “coexistence.” 
He urges a mid-road course in domestic 
economics, and also is reported to have 
advised the President to break with 
Senator Joseph R. McCarthy. For all 
these reasons, he often is denounced by 
the more “conservative” elements 
of the Republican Party. 

Brother is adviser. And high on 
the list of intimates is the Presi- 
dent’s younger brother, Milton, to 
whom he tends to turn in many 
crises. Milton Eisenhower is con- 
sidered in Washington circles a 
mid-road “liberal.” He spent vears 
in Washington, both before and 
during the New Deal, now is 
president of Pennsylvania State 
University. He made a survey of 
U.S. relations with Latin Amer- 
ica and, although his recommen- 
dations were shelved, the Presi- 
dent thinks highly of his brother's 
judgment. 

Another whose ideas apparently 
are influential is Clifford Roberts, 
a New York investment banker and 
president of the Augusta National 
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Golf Club, where Mr. Eisenhower often 
vacations. Mr. Roberts frequently flies 
many miles to play golf or bridge with the 
President. He does not volunteer advice, 
but Mr. Eisenhower, it is said, often asks 
him for it. 

William Robinson, head of a New York 
public-relations firm, also is a very close 
friend. This bridge and_ golf-playing 
companion likes to twit the President 
about Republican “mistakes,” associates 
say, adding that he “needles the Re- 
publicans whenever he can.” Naturally, 
some Republicans resent this presidential 
friendship. 

Mr. Eisenhower also likes to consult 
John J. McCloy, another of the group 
that has ideas on international co-opera- 
tion. Mr. McCloy, now chairman of the 
board of Chase National Bank, served 
as the Truman Administration’s High 
Commissioner to Germany. In fact, the 
President’s reliance on Mr. Hoffman and 
Mr. McCloy is thought by some to have 


American industry. He is now president 
of Continental Can. 

General Smith was Ambassador to 
Russia and Director of the Central Intel- 
ligence Agency under President Truman, 
and Under Secretary of State until re- 
cently in the Eisenhower Administration. 
With this background, General Smith is 
considered an outstanding expert. on 
reading and countering Russian intentions. 

As Under Secretary of State, General 
Smith had his difficulties with Republi- 
can politicians. They demanded jobs for 
constituents. The General thought the 
Department should not be disrupted, 
that Republicans in policy-making posts 
should be sufficient, and Mr. Eisenhower 
backed him up. Some Senators are still 
dissatisfied, but the President and Gen- 
eral Smith remain friends. 

The publishers. Mr. Eisenhower has 
many friends among publishers and edi- 
tors. These are, perhaps, less influential 
than the group listed above, but there is 





p————3 GOLFERS 





MR. AKERS 








MR. FLEMING MR. TOMPKINS 


These three sometimes are among the members of 
the President's golf foursomes. Mr. Akers is an auto 
dealer; Mr. Fleming, a bank president who has known 
Mr. Eisenhower since 1928. Mr. Tompkins is a builder. 


ideas in a lot of double talk and Mr. 
Eisenhower regards their advice highly, 

Most of the nation’s big newspapers 
supported Mr. Eisenhower in 19592. 
Within the White House, it is said that 
the President feels indebted to the press 
on that account. In any’ event, influence 
of the publishers is considered substan- 
tial in shaping public-relations — tech- 
niques. Some of the group are called 
upon for help when big speeches are in 
the making. 

Most of this group advised from the 
outset that the President get tough with 
Senator McCarthy. Some are considered 
to harbor New Deal ideas. So; like some 
others in the Eisenhower circle of friend- 
ship, they are disliked by the more “con- 
servative” wing of the Republican Party. 

Golf, bridge group. The President 
spends much time with his golf-playing 
friends. Included in this group are Col. 
Thomas M. Belshe, now retired; Floyd 
D. Akers, a Washington automobile 





MR. LUCE 











—Washington Evening Star, Wide World, Harris & Ewing 


Three publishers whose views are respected by the 
President. Mr. Luce heads Time, Inc.; Gardner Cowles 
and his brother John head several publications, 
and Mr. Bingham the Louisville Courier-Journal. 


3 PUBLISHERS; 





MR. COWLES MR. BINGHAM 








been a factor in the continuity between 
the foreign policies of the Truman and 
Eisenhower Administrations. 

A Democrat, too. A North Carolina 
Democrat, and former Truman Cabinet 
member, also is included in the Presi- 
dent’s circle of friends. He is Kenneth 
C. Royall, who served as Secretary 2f 
War, and then, with unification of the 
military branches, as Secretary of the 
Army. A close association was formed 
when, after the war, Mr. Eisenhower was 
Chief of Staff of the Army and this asso- 
ciation continues to the present. Mr. Roy- 
all now is a New York “ity attorney. The 
President values his opinions. 

In addition, Mr. Eisenhower looks to 
old Army friends, now retired, for help. 
These, in particular, are Gen. Lucius D. 
Clay and Gen. Walter Bedell Smith. 
Successively, each was General Eisen- 
hower’s chief of staff in Europe. Gen- 
eral Clay is a down-to-earth student of 
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a cordial relationship and, when these 
newspapermen have something to say, 
the President is ready to listen. 

They include Barry Bingham, of the 
Louisville Courier-Journal, Ralph E. Mc- 
Gill, of the Atlanta Constitution; the 
Cowles brothers, Gardner and John, 
with newspapers in Des Moines and 
Minneapolis and a national magazine, and 
Henry R. Luce, of Time, Inc. The Presi- 
dent also is friendly with Roy W. How- 
ard, of the Scripps-Howard «ewspaper 
chain; Mrs. Ogden Mills Reid, of the 
New York Herald-Tribune; Arthur Hays 
Sulzberger, of the New York Times, and 
Roy A. Roberts, of the Kansas City Star. 

The President is said to have a high re- 
gard for newspapermen, from publishers 
to reporters. When these publishers want 
to reach the President, they can. Some- 
times their views and ideas have been 
brought up in Cabinet meetings. For 


the most part, they do not cloud their 


dealer; Robert V. Fleming, president of 
the Riggs National Bank, in Washington; 
Charles H. Tompkins, a builder; John E. 
McClure, a lawyer, and John S. Brookes, 
Jr., president of the Burning Tree Club, 
where the President usually plays. 

Mr. Ejisenhower’s friendship with 
these men, in some cases, goes back 20 
to 30 years. For instance, Colonel Belshe 
is an old Army comrade. Mr. Fleming 
knew Mr. Eisenhower in 1928, when the 
latter was assigned to the Army War 
College in Washington. 

Another member of the golfing and 
bridge group is George E. Allen, who 
was on intimate terms with Presidents 
Roosevelt and Truman, as well as Mr. 
Eisenhower. Mr. Allen is a story teller 
never at a loss for an enecdote, and is 
the author of a book entitled “Presidents 
Who Have Known Me.” 

The golf coterie is said to have little 
influence where issues and decisions are 
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concerned. However, Mr. Eisenhower 
sometimes brings up his problems and 
asks opinions. One of his golfing com- 
panions says: 

“I absolutely refuse to discuss any 
kind of business with the President un- 
less he asks for it. If I want to discuss 
something with him, I make a regular 
appointment and go to see him. I don't 
think it’s right to discuss business on the 
golf course.” 

There are many myths about lobbyists 
accosting the President at the golf club. 
Actually, the members at Burning Tree 
steer clear of the presidential party, 
whether it is lunching in the clubhouse 
or on the links. The effort is to give him 
all the privacy he wants when he is 
seeking recreation. 

But there also is a myth that Mr. Eisen- 
hower never brings up governmental af- 
fairs when at his golf club. Once at 
lunch, a presidential guest says, “he 
could scarcely stop from talking business; 
he was really wound up.” Another time, 
while on the course, Mr. Eisenhower 
talked briefly about economics and hous- 
ing problems. 

On still another occasion, the Presi- 
dent’s foursome took shelter in a White 
House limousine when caught in a down- 
pour at the tenth hole. Mr. Eisenhower 
spent 15 minutes talking about financial 
problems while the group waited for the 
rain to stop. 

White House informality. The Presi- 
dent likes to invite old friends and their 
wives to an informal evening at the 
White House, with dinner upstairs in 
the presidential living quarters. Later 
there is bridge for the men and canasta 
for the ladies—and almost no discussion 
of Government business. 

On other evenings, a friend or two 
will be summoned for a quiet chat. 
Members of the “New York group” make 
special trips to be present. Discussions 
may range from foreign affairs to the 
nation’s economy. During these sessions, 
Mr. Eisenhower is said to encourage his 
friends to do the talking. 

Other Presidents have had their spe- 
cial cronies. With President Truman, 
after-hours diversion often meant a few 
rounds of poker with a closely knit group 
consisting mostly of Democratic poli- 
ticians. Notably, politicians are lacking 
on the list of Mr. Eisenhower's special 
friends. 

When the President bids his old friends 
to the links or to the White House, it 
usually is for recreation, a rest from the 
grind of office. But Mr. Eisenhower finds 
the problems of office hard to leave be- 
hind. Often he wants advice. And so, as 
in the case of presidential intimates in 
previous Administrations, this group, out- 
side the Government, is having an effect 
on issues, decisions and policies. 
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CORRUGATED AND SOLID FIBRE BOXES 
FOLDING CARTONS « KRAFT PAPER & SPECIALTIES 
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Want to cut your costs of in-plant han- 
dling, warehousing or loading? Here 
are two ways that Gaylord containers 


can help you do the job: 


Speed up! Sturdy, resilient Gaylord 
boxes are engineered to stand up under 
fast handling by modern, high-speed 


equipment. 


Save space! Precision-made Gaylord 
containers are dimensionally “true.” 
They stand straight and solid... even 
when stacked high. 


For containers to promote profit-saving 
product handling in your plant, call 
your nearby Gaylord sales office today. 
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Scramble After Unknowns 
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the Ground Observer Corps report it re) Kelal-Mmel ate MB igela QT ME iil-1pMa-) ole) a t-te ME Ce) Navy fighters are also ‘scrambled 
to their Air Defense Filter Center. the Air Defense Direction ‘Center. to intercept and identify or destroy 


GRUMMAN AIRCRAFT ENGINEERING CORPORATION 
BETHPAGE +» LONG ISLAND + NEW YORK 





Designers and builders also of the supersonic Tiger, the Albatross 


amphibian, S2F sub-killer, metal boats, and Aerobilt truck bodies 
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The Navy, as part of the Continental Air Defense 
Command, sends land-based Cougar I's* and the 
new Cougar ll’s to intercept. The Cougar Il not only is 
okt c=) molate Malek (olalet-lmuaelilel-Misleli Mil Geoltlelel al Mm olt 
folaMe ol] MeoMalleliMmeliilitie (“Mite amulel min-Maelellt Mer 
other example of Grumman planes ready in quantity 





when needed. 


"On April 1, 1954, the Navy proved the speed of Cougar I's by flying three coast.to coast in the fastest time yet. The first 


made it from San Diego to Floyd Bennett Field in 3 hours, 45 minutes, 30 seconds. The other two were less than 2 minutes slower, 











MANHATTANS! 
MARTINIS! 
OLD FASHIONEDS! 
GIBSONS! 

Serve the world's finest... 


CROSSE ¢& 
BLACKWELL'S 


Cocktnils 







Certainly the Best! 


© MANHATTAN (66 proof) 
© MARTINI (70 proof) 
© OLD FASHIONED (75 proof), 
© GIBSON (75 proof) 


The Aristocrat Co., Baltimore 1, Md. 





























Short cut for 





fast freight 


WESTERN 
MARYLAND 
RAILWAY 


St. Paul Place, Baltimore 2, Md. 
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FROM BRITAIN 





NOW-—RACE FRICTION 


LONDON—How to mix colored and 
white races over here is becoming an 
increasing worry to the same British 
people who long have been critical of 
race relations in America. 

At first glance, the British headache is 
simply the growing arrival of Jamaican 
Negroes hunting jobs. In this island of 
50 million population, there are fewer 
than 40,000 Negroes. Even if all nor 
white inhabitants are lumped together 
they total only about 80,000—one for 
every 600 white persons. But the legal 
doorway stands wide open, at least in 
theory, for all the colored millions in 
the British Empire. 

Outwardly no “Jim Crowism” is ap- 
plied here—no separate railway seats, no 
segregated schools, hotels, restaurants, 
parks or beaches. Still, the tension among 
the races is rising. 

The onrush of Jamaican immigrants is 
an obvious cause. Increasingly, Ne- 
groes in Jamaica scrape together enough 
for ship passage to England once they 
realize that there are more jobs than 
unemployed people here. This trek 
of Negroes started with a few hun- 
dred annually before 1951. Probably 
10,000 will be traveling here in 1954 
alone. 

Labor problems. In the Midlands 
heavy-industry center, white workers are 
perplexed. Cautious union organizers, 
continually jealous of seniority and tra- 
ditionally scared of slumps, dislike trans- 
lating this feeling into anti-Negro ac- 
tion. But the grumbling persists. Workers 
feel the newcomers should take inse- 
curity for granted. 

Some carpenters recently, for in- 
stance, were assigned two Negro helpers 
and refused to continue work. They in- 
sisted white friends were available. Once 
the Negroes were dismissed the car- 
penters passed the hat for a sizable 
gift of charity to them. 

Last spring Negroes applied for jobs 
as bus conductors in Birmingham, where 
there were nearly 1,000 vacancies. White 
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women conductors objected. Atter a 
long row, with the women first threaten- 
ing to strike, more than 250 Negroes 
finally have become conductors. Now 
there is a fresh quarrel about Negro 
conductors in Nottingham. And the ma- 
chinists’ union in Birmingham is warn- 
ing that, in any recession, Negro workers 
must be let out first. 

The unions are also wondering wheth- 
er the Negroes now coming into Britain 
will make reliable members, or just be 
easy picking for the Communists. 

The Briton sometimes reads with open- 
ly expressed disgust how Negroes may 
be harried out of a restricted dwelling 
area in the U.S. But nearly the same 
type of opposition crops up over here in 
an offhand way. 

No one, whether white settler or Negro 
immigrant, is eligible to apply for munici- 
pally subsidized housing unless the ap- 
plicant has two years’ residence in the 
area concerned, The upshot is that em- 
ployed Negroes frequently join together 
and as many as 24 may jam themselves 





HOME FOR COLORED CHILDREN 
. “no less than 300 abandoned” 
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into a tiny house rented privately. The 
overcrowding is likely to turn the property 
into something resembling a slum and to 
arouse corresponding hostility from white 
neighbors. 

Abandoned children. Emotional fric- 
tions are apparent in several of the 
poorer areas of London. Nine out of 10 
Jamaicans here are adult males and 
they compete with white men in some 
dance halls for white women. A member 
recently told the House of Commons: 
“In the London municipal-council area 
there are no less than 300 abandoned 
colored children, many of them illegiti- 
mate. It is impossible to get anyone to 
adopt them. It is not because people do 
not like the color of their skin. But when 
people consider the problem that arises, 
when they have grown-up sons and 
daughters—and all the difficulties associ- 
ated with the adoption of such children, 
they naturally hesitate.” 

For the nonwhite person arriving in 
London with ample funds, racial bias 
is far less likely to be a problem, al- 
though once in a while a row is kicked 
up when one of the fashionable hotels 
declines reservations for a colored per- 
son. It is for the larger problem of the 
Negro jobless that the British are groping 
for a solution. Colonial officials, clergy- 
men, social services and many voluntary 
groups are interested. The Government 
is even considering a special committee 
which could talk about regulating immi- 
gration. 

The idea that race frictions, handled 
widely in overseas colonies for centuries, 
should suddenly become a headache at 
home is a new one. In fact, nonwhites 
are still so concentrated in a few areas 
in Britain that a huge majority of the 
population is unaware of the difficulties. 
But the fact remains that Britain, with 
only a relatively few Negroes in its 
population, is beginning to have a race 
problem of its own. 





-Black Star 


TWO OF THE UNWANTED 
Chances of adoption are poor 
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let you See the Northwest as 
you’ve never seen it before! 


Ahead, above, all around you— Going to California—Travel one 
you see all the scenery from your’ way through the magnificent North- 
Vista-Dome seat. Lush evergreen west on the Vista-Dome North Coast 
forests parade past your window. Limited. 

Lofty mountain peaks loom above Write now for “Northwest Adven- 
you. The sky’s the limit when you’re —ture”’, a colorful new picture-booklet 
sightseeing on Northern Pacific’s about the Northwest and the Vista- 
Scenic Route across the Northwest. Dome North Coast Limited. It’s free. 

Now you’ll find four Vista-Domes Ask about money-saving family fares. 
on the swift North Coast Limited, Address G. W. Rodine, 
two reclining seat coach and two  PassengerTraffic 
sleeper domes with a total of 96 Manager, Room 
“grandstand” seats—at noextracost! 969, Northern 
There’s always a Vista-Dome just a Pacific Railway, 
few steps away. St. Paul 1, Minn. 
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Australians have been flying across the 
Pacific longer than anybody else. Kingsford- 
Smith did it first, in 1928, and Qantas + Super 
Constellations (the only trans-Pacific Super 
Constellations) still do it. And you can do it and 
a good deal more if you’re of a mind. 

Qantas, Australia’s overseas airline, ex- 
tends across the world from San Francisco to 
the South Seas, the Orient, the Middle East; 
to South Africa; to Rome and London. It’s one 
of the oldest (1920) and longest airlines in the 
world: 68,000 exceptionally comfortable miles 
serving 26 countries on 5 continents. 

Now about Captain John Connolly up there. 


Australia’s 


QANTAS 


Service fo New Zealand, Samoa, Tahiti in cooperation with TEAL 








Way out West to London... 


Like all Qantas pilots, he is a good head and 
an experienced one. He has flown 3,000,000 
miles. His Super Constellation crew of ten 
includes three cabin staffers, which makes 
for service to match the cuisine; champagne, 
sleeper chairs, etc., all splendid. 

This adds up to a very good thing, and we 
are sure you'd enjoy flying Super Constel- 
lations with us. For further details ask your 
travel agent or call at Qantas offices in San 
Francisco, Los Angeles, Vancouver; BOAC 
offices in New York, Chicago, Washington, 
D. C., Boston, Detroit, Dallas, Miami, Montreal, 
Toronto. 


% Pronounce the Q as in well-Qualified. 


Overseas Airline 
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Appl. for Trade-Mark Reg. Pend. 


24th and N Streets, N.W. 
Washington, D. C. 


The federal tax collector gets a stronger hand for turning up tax dodgers 
from a series of Supreme Court decisions. Here's what it all means: 


NET-WORTH RULE. The Court says that, where there aren't any records, or 
where the Government isn't satisfied with what the books show or what the 
taxpayer claims, the tax collector can dig under the surface. He can figure 
out what the taxpayer was worth at the beginning of the period in question, and 
what he was worth at the end. Then he can use the difference as a yardstick for 
determining whether the taxpayer has paid all the income tax he should have. 

That procedure is known as the "net worth" method. It gives the Govern- 
ment considerable leeway in showing up tax evasions, and it has come to be used 
more and more in recent years. Now it gets the highest legal 0.K. 





PROTECTING TAXPAYERS. In handing down its rulings, though, the Court 
gives the tax collector some warnings. It says that a taxpayer may be 
perfectly honest and still not be able to recount his financial history. 
Thus the fact that his net-worth difference fails to Square with his tax 
payments doesn't automatically mean he is guilty of willful evasion, and so 
subject to extra penalties. Also, it remains up to the Government to prove 
that the net-worth increase stemmed from a source of taxable income. 





HOME LOANS. The easy terms and low interest rates of the Federal Housing 
Administration's Title I loans now can be obtained for equipping your house with 
Venetian blinds. That comes as a result of the FHA's removing such home improve- 
ments from the list of projects not eligible for these Government=-insured loans. 





JOINT RETURNS. The U.S. Tax Court sets out a guide for deciding whether 
a married couple's income tax return is, in the strict legal sense, a joint 





return. That can be important--in determining a wife's liability for tax de- 
ficiencies assessed against the husband, for example. The fact that both spouses’ 
names appear on the return, or that income from each is included, doesn't neces-= 
Sarily make it a joint return. The key, says the Tax Court, is the intent of the 
parties, and that can be discovered only by the facts in the individual case. 


RETIREMENT INCOME. If you own rental property, you may be able to arrange 
things so that your wife, as well as you, can get the new tax law's special 
credit on retirement income. Here's how: Under the law, both spouses qualify if 

(over) 
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NEWS YOU CAN USE-- (Continued) 


each meets a test on past earnings and if each has retirement income. Rental 
income counts as retirement income. By putting your property into joint owner- 
Ship with your wife, the income also is shared. Thus both of you may be able to 
qualify for the maximum credit--as much as $240 a person. 

A word of caution, however: Should you take this step before Jan. 1, 1955, 
you may become liable for a gift tax on the value of the property interest your 
wife receives. After that, under a change in tax law, a gift tax will not apply 
on transfers of real estate between spouses, unless you specifically so choose. 


SAVINGS BONDS. There's another point to add to what we told you last week 
on ways a series E savings bond may be registered. It crops up when a second 
person is named on the bond as the beneficiary to whom the bond would be payable 
in event of the owner's death. The owner cannot name a new beneficiary without 





the first beneficiary's consent. That may involve red tape and trouble--should 
the beneficiary die, for example, or there be a divorce. The bond owner can 
always cash the bond and have it reissued in any way he likes--without having to 
get the beneficiary's 0.K. But the bond then will have a new maturity date. 


OLD-AGE PENSIONS. The Social Security Administration brings up to 
date its information booklet on Government old-age benefits. It tells how 
you qualify for benefits, what they are, and how provisions of the new 
Social Security law that goes into effect January 1 changes things for you. 
You can get a copy from the Government Printing Office, Washington 25, D.C. 
Price, 10 cents. Ask for the booklet, "Your Social Security." 





HOLIDAY RACKETS. Watch out for questionable charity appeals and slick 
"sift" gimmicks now that the holiday season is at hand. The National Better 
Business Bureau offers this list of things to check into carefully before part- 
ing with your money: Mailed appeals by self-described needy individuals. 
Collection of "c.o.d. charges" for packages supposedly ordered by your neighbors 
on the representation that they are "not at home just now." Mailing of "claim 
stubs" advising you that a "Christmas package" is being held which will be sent 
if you return the stub and some cash. 





EDUCATION'S VALUE. Figures put together by the Institute of Life Insurance 
give an idea of what an education now is worth. Basing its study on data from 
the U.S. Bureau of the Census, the Institute says that the average college grad- 
uate currently can expect to earn about $300,000 during his life span. In 1949, 
his expectation was only $268,000. For the average individual with a high-school 
diploma, the outlook now is around $200,000 compared with $165,000 five years 
ago. For a person with an elementary-school education, it's $100,000 or less. 





CHRISTMAS TREES. Water does as well as chemical solutions in keeping 
Christmas trees fresh, the U.S. Forest Service advises. Other Forest Service 
pointers: Don't buy a tree that already is shedding its needles. Cut an inch off 
the butt end diagonally with a saw before standing in a container. Add water 
daily. For safety's sake, check electric-light cords for frayed wires, keep 
metallic decorations away from bulb sockets, and don't depend on flameproofing 
as absolute protection. The National Fire Protective Association says no treat- 
ment works so well that you can ignore common-sense safety precautions. 
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Always in good taste... 


Smart Gifts of Fine Whiskey 


2 Cheers.-- for the Holidays 


This KENTUCKY TAVERN GIFT 
DECANTER will flatter your friends. 
The rare quality. of the whiskey 
makes it especially appropriate for 
those “hard to buy for’ names. 


Got a man to buy for? A week-end host? 
THE LEATHERETTE CASE is rich in design 
for the masculine eye and taste! A per- 
fect idea for business associates. 


Here’s the smart way tO breeze through your gift 
list with “something out of the ordinary!” Al- 
ways appreciated, these smart Kentucky Tavern 
Holiday Gift Packages cost no more than the 


regular bottle! As gifts they'll reflect your perfect 


taste... because the taste of Kentucky Tavern 


has made it The Aristocrat 0} Bonds. 


Designed by Glenmore...the House 
with the floliday Sput... 


KENTUCKY 
STRAIGHT 

BOURBON 

BOTTLED IN BOND 
Everybody will get a boot out of the ‘Yi 100 PROOF 
clever KENTUCKY TAVERN ‘‘BOOT "N 
BOTTLE!” The whiskey is too good to 
keep, but the boot will find a dozen uses GLENMORE DISTILLEF 
as a novel Holiday decoration piece. LOUISVILLE, KEN | 

















Safety on the job is not accidental! 


ACCIDENT PREVENTION is serious business to the people 
of Union Carbide. They work with extremes of temper- 
ature and pressure in many fields, yet last year their 
over-all record was 73 per cent better than for U. S. 
industry as a whole. 


1,500,000 MAN-HOURS and no lost time accidents 
-. 2,500,000 man-hours with no disabling accidents... 
24 years, covering a total of 5,668.533 accident-free 
labor hours. These are but a few examples of safety rec- 
ords at various Union Carbide plants. 


IN RECOGNITION of these achievements, Union Car- 
bide was granted the 1953 Award of Honor of the 
National Safety Council. 

But safety goes beyond the plant with the people of 
Union Carbide. In many areas, they have enrolled in 
home safety programs. Through these, whole families 
learn how to avoid accidents—in the home, on the 
street, at school, and at play. 





SYNTHETIC ORGANIC CHEMICALS 
EVEREADY Flashlights and Batteries 
BAKELITE, VINYLITE, and KRENE Plastics 


Dynel Textile Fibers 


~ UCC’s Trade-marked Products include 
ELECTROMET Alloys and Metals 
PRESTONE Anti-Freeze 
PreEstT-O-LITE Acetylene 


IN 1954, Union Carbide planis received 133 awards 
from the National Safety Council. These awards, given 
in recognition of plant and home safety programs, in- 
cluded six Awards of Honor and nineteen Awards of 
Merit. 

THE PEOPLE OF UCC are proud of these awards. But 
their greatest satisfaction comes from the knowledge 
that they are helping to increase safety —both on and 
off the job. 


FREE: Learn how ALLOYS, CARBONS, GASES, CHEMICALS, and 
PLASTICS improve many things that you use. Ask for “Products 
and Processes” booklet N. 


_-— F ~ ; 
Unton CARBIDE 
AND CARBON CORPORATION 
30 EAST 42ND STREET [Ifa 4 


In Canada: UNION CARBIDE CANADA LIMITED 


NEW YORK 17, N. Y. 





PYROFAX Gas LINDE Oxygen 
NATIONAL Carbons 
ACHESON Electrodes 


HAYNES STELLITE Alloys 
UNION Carbide 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special 


Report 


A NEW ERA FOR AIR, 


RAIL AND TRUCK LINES? 


Big news for travelers, ship- 
pers, carriers—in fact, all busi- 
ness—is being made inside the 
Government. 

This article tells you what to 
expect from a new transportation 
policy now being drawn up by 
the Eisenhower Administration. 


A whole new set of rules for the 
transportation industry is taking shape 
in the Eisenhower Administration. 

Changes now are awaiting the Presi- 
dent's approval. Then they go to Con- 
gress, where a great battle between 
those who oppose Government controls 
and those who favor them is likely. 

Already, in speeches and in talks with 
industry, the officials charting policy are 
giving notice of what they want. A sum- 
mary is presented in the chart on this 
page. 

Industry would fight it out. Some key 
ideas call for more stress on competition, 
and an end of trying to shield one group 
from competition of others. 

The new plan would accept a reshuf- 
fling of the whole transport industry. 
Present rules tend to resist change. 

Railroads could buy trucking firms. 
Big truckers might buy railroads, officials 
speculate. A few million dollars, they 
say, has changed control of major roads. 
Railroads might own airlines. Airlines 
might merge with steamship firms. 

Mergers within each branch of in- 
dustry would be easier to accomplish. 
Weak railroads and airlines might be 
taken over by strong ones. In some 
places, officials think, there may be too 
many trains and planes on parallel routes. 

This attitude runs counter to the think- 
ing of some Congressmen. It also con- 
trasts with the Administration’s concern 
Over mergers in other industries. As a 
safeguard, the new plan would preserve 
the Government’s power to block merg- 
ets considered not in the public interest. 

However, rulings would not be made 
on the basis of keeping rails, trucks, 
planes and ships separate. 

Industry would set rates. A revolu- 
tionary proposal is to give industry 
road power to decide what rates to 

ge for passengers and freight. 
(Continued on page 90) 
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LATEST PLAN FOR TRANSPORTATION POLICY 




















FOR RAILROADS 


PROPOSED SETUP 


Railroads could change rates at will. 
ICC would have only very limited 
power to interfere. 


There would be no legal limit on 
earnings. 


Railroads would be free te take on 
new businesses. 


Mergers of weak lines into strong 
lines would be encouraged. 


ICC could overrule the States. 


COMPANIES 


PROPOSED SETUP 


Truck rates, like rail rates, would be 
freed. 


Gas tax receipts would be earmarked 
for new roads, regarded as a “use” 
tax on trucks. 


Contract carriers would have to pub- 
lish rates and hence operate more 
openly. 


FOR AIRLINES 


PROPOSED SETUP 


Rates could be changed by airlines, 
without approval, so long as they 
run without subsidy or rate discrim- 
ination. 


Airlines would be more free to merge. 


Both types would be under similar 
rules. 


© 1954, By U.S. News Pub. Corp. 
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See the “WRITE” of the new 


Smith- -Corona 





Ceikina! Ribbon 


TYPEWRITER 
For Top Executive Correspondence! 


e Not an attachment but built right into the 
Smith-Corona “Eighty-Eight” Secretarial. 
You will see and feel the difference in the 
impressive appearance of every letter, every 
report and presentation you prepare. 
CALL ANY SMITH-CORONA FULL-LINE 
DEALER OR BRANCH OFFICE 


/ (See your Classified 
L Telephone Directory) 


Smith-Corona Inc Syracuse 1 N Y Other factories 
in Toronto, Brussels, Johannesburg. Makers also of famous 
Smith-Corona Portable Typewriters, Adding Machines and 
Cash Registers, Vivid Duplicators, Carbons and Ribbons. 


Special Report 











If your sales target 
is selective... 





HIT THE BULL’S-EYE with a rifle instead of 
a shotgun. With a Shaw-Barton calendar 
campaign you hit the exact prospects you 
want every day of the year. 

No other display medium is so selective. 
No other so fittingly positions your adver- 
tisement between the twin “editorial” fea- 
tures of the world’s finest color art and 
the functional every-day information of a 
calendar. No other can guarantee you pre- 
ferred wall space without cost. 

Your Shaw-Barton representative will help 
you set up a selective-selling calendar 
campaign for your market. Call him, or 
write us direct. 


SHAW-BARTON 


Calendar and Specially 


GENERAL OFFICES AND PLANT, arverg beearen OHIO 
SALES OFFICES IN PRINCIPAL CITIES 
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Railroads, under new plan, could cut rates 
to meet competition from trucks, pipelines . . . 


At present, rates are made, in effect, 
by Government agencies. They try to 
keep rates from going too high or too 
low. This gives each type of transport 
some assurance against rate cutting. by 
others. 

The new plan would let railroads cut 
rates on traffic now being lost to trucks, 
pipelines and waterways. Lower rates 
could be set to win back business. 

Railroads also could raise rates on 
freight they feel sure of, such as coal, 
grain and lumber. But Government men 
think these rates would stay lower than 
under present rules. 

The feeling is that rates have been 
raised, over the years, to make up for 
business lost to trucks and other compet- 
itors. This loss is shown in the table on 
this page. If railroads could compete bet- 


ice under the new plan. The Federal 
Government would get power to override 
the States when States refuse to let rail- 
roads drop branch lines, minor stops and 
passenger trains that lose money. 

This action is aimed at the big deficit 
the railroads run on passenger business— 
nearly 705 million dollars in 1953. The 
loss offset 40 per cent of profit made on 
freight. 

State commissions have agreed to 
abandonment of some money-losing 
trains, but far from all. From May, 1953, 
to August, 1954, permission was given 
for dropping 183; permission was re- 
fused on 46, which railroads must keep 
running. 

Requests now are pending for the 
dropping of more than 60 trains, with 
savings put at 4.6 millions « year 








Who Gains, Who Loses in Battle for Freight 


1943 1953 1954 
Per cent of RAIL 713. S17 S5OA 
intercity freight, TRUCK & BUS 5.5 17.4 18.0 
express and mail WATER 13.7 16.9 16.6 
carried by PIPELINE 05. 34D 160 








Source: 1943, 1953, Interstate Commerce Commission: 1954 


ter, volume would be greater, pressure 
to raise rates less—such is the hope. 

Federal agencies, meanwhile, would 
become appeals boards. They could force 
companies to raise rates set below cost. 
Such rates would be considered “unfair 
competition.” 

The agencies also could’ require rates 
to be the same for all customers getting 
the same service. 

Otherwise, the market place would 
determine rates ultimately. Tight con- 
trol, according to this idea, was needed 
when railroads had a monopoly. Now 
trucks, planes and pipelines have broken 
up that monopoly. 

Rigid control, it is said, keeps rail- 
roads from making the most of their “in- 
herent advantage’—ability to move in- 
creased freight at little increase in cost, 
by adding cars, lengthening trains. 

Rates charged by trucks and airlines 
would likewise be freed from regulation. 
Most airlines would be expected to set 
rates so as to get along without federal 
subsidy. Some lines now getting subsidies 
on foreign and domestic routes would be 
absorbed by others. 

Small towns and suburban commuters 
would be more likely to lose railroad serv- 


° 


. estimate by Economic Unit. USN&WR. 


These savings, railroads say, would 
help pay for new, more-economical 
equipment that might put the whole 
passenger business on a paying basis. 

Fair competition. Officials are trying 
also to meet some charges of unfairness 
within the industry. Here, again, their 
ideas are controversial. 

The tendency is to side with truckers 
against railroads on this long-standing 
question: Do truckers get a “subsidy”? 
Railroad men contend they do; public 
funds, they say, are used for roads, and 
trucking companies don’t pay their share 
of the cost. 

Truckers contend they pay more than 
their share, through license fees and taxes 
on fuel and equipment. These taxes, un- 
der proposed policy, would be considered 
as “use” taxes, paid by trucks for use of 
roads. At present, only part of the money 
the Federal Government gets from this 
source is used for road building; in the 
future, all would go for that purpose. 

Airlines would be credited with pay- 
ing toward the cost of airports and air- 
ways, through federal taxes on their fuel. 
This means less likelihood of new fees 
for use of such facilities. 

Trucking companies that hire out on a 
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. .» Nonscheduled airlines 
would be closely regulated 


private-contract basis to certain custo- 
mers would be required to publish their 
charges. This is intended to give other 
truckers who do a broad, public business 
at published rates a clearer picture of 
how the competition operates. 

Federal excise taxes on passenger fares 
and on freight would be repealed, as 
soon as the budget permits. This would 
wipe out an advantage the contract 
truckers now have—they don’t come un- 
der the freight tax. 

Railroads, airlines and others would 
be helped, too, by repeal. 

Battle among airlines. Government 
officials are siding with big, regulated 
companies that fly on set schedules, 
against so-called nonscheduled _ lines 
which concentrate on hops between ma- 
jor cities, at special, unregulated rates. 

The fact that nonscheduled lines can 
skip less profitable stops is cited as a 
special advantage. They would have 
to show a need for their service and get 
Government certificates. Rules for the 
two groups would be made the same. 

Thus, the plan Mr. Eisenhower is con- 
sidering holds out a promise of gains for 
the regulated companies in all major 
lines of transport, especially the rail- 
roads, trucking companies and airlines, 
which have long been bickering. The 
hope is that these advantages will induce 
them to pull together for new legislation, 
instead of tearing it apart. 

Defense mobilization. A major argu- 
ment for the new policy is that railroads 
should be strengthened for war needs. 

Railroad men contend they are not 
equipped for the freight and troop move- 
ments involved in full-scale mobiliza- 
tion. Passenger trains would be 35 or 
40 per cent short of need, by one es- 
timate. 

Better revenue, so the argument runs, 
is needed to enable railroads to buy 
more equipment. Even at the boom’s 
peak last year, railroads got fewer dollars 
of profit, after taxes, than in World War 
Il or in 1929, when the dollar bought 
much more. Return on investment for 
the industry was only 3.1 per cent in the 
year ended October 31. 

New, according to Administration 
plans, other forms of transport get new 
help. More money is to be spent for 
toads. Steamships will benefit from the 
St. Lawrence Seaway. Airports are being 
built. Railroads feel like “orphans.” 

Any plan to help the railroads, officials 
Say, must be applied to the whole in- 
dustry, not just be a “plum” to make up 
for help given others. Competition, freed 
from such Government restraint, is urged 
a8 a fair chance for all. 
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Y Stubborn about Your Stocks? 


In our business you naturally meet all kinds of investors— 
and some of them can be pretty stubborn about their stocks. 
They’re sure the stocks they own are the best ones they can 
buy. They don’t seem to realize that investment values do 
change with the passage of time—that what was a good buy 
five or ten years ago might make an even better sale today. 

To us, it only seems like good sense for an investor to check 
on his holdings from time-to-time ... get an unbiased, up-to- 
date review of the stocks he owns in the light of today’s 
conditions. 

Where can you get such a review? 

That’s easy. 

If you’re not stubborn about the stocks you own, just list 
them for us with the prices you paid, tell us something about 
your over-all situation and investment objectives—and mail 
your letter to the address below. 

Ill see that you get the most realistic report we can send 
you on your investment program. 

There’s no charge either, whether you’re a customer or not, 
whether you own one stock or a hundred. Just address— 


Water A. Scoot, Department SA-40 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 














Have a little Brandy handy 


FOR GIFTS... 


Hennessy Cognac brandy makes 
a distinctive gift that is really 
appreciated. Go to your store and 
see all of the imported Hennessy 
gift packages ranging from $3.50 
to $20. Give your friends a gift of 
good taste they are sure to enjoy. 


FOR ENTERTAINING... 


Hennessy Cognac brandy will add 
to your reputation as a good host. 
For the perfect ending to a good 
dinner, serve it neat or as Flaming 
Cafe Hennessy. (Light a lump of 
sugar in a dessert spoon of 
Hennessy over hot coffee. When 
sugar melts, stir into coffee.) Serve Hennessy 
with soda or on-the-rocks through the evening. 


* * 


* 
HENNESSY 


THE WORLD'S PREFERRED COGNAC BRANDY 
84 PROOF « Schieffelin & Co., New York 
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“Send” JET 


HE tough job of lighting a match in a tornado will 

give you some idea of the problem of firing a jet 
engine on the ground. Even more difficult is refiring the 
engine in flight should a flame-out occur—especially at 
high altitude. 

Up there you not only have to reckon with low- 
volatility fuel but with rarefied air rushing through 
your engine at super-hurricane speed. Here, you can be 
certain, is a mixture that violently resists igniting! 


Our Scintilla division at Sidney, N.Y., developed a 
special ignition system with the answer: a super-spark 
hot enough to fry a rock and of sufficient duration to 
fire and refire jet engines quickly. It has worked so 
successfully that, today, Bendix-Scintillat Jet Ignition 
Systems have been selected as standard equipment by 
most of the leading jet engine manufacturers. 


Bendix-Scintilla is known to engine people everywhere | 
as the nation’s top source of supply for ignition equip- 
ment. Most military planes rely on our ignition, and we 
doubt if you can ride on a commercial airliner that isnt 
sparked by Bendix-Scintilla. Your power lawn mowét, 
farm or garden tractor or outboard motor may have 
one of our many types of magnetos developed for such 
applications. Leading automotive manufacturers expet 
menting with turbojet engines in passenger cars, trucks 
and buses are using Bendix-Scintilla Jet Ignition. 


Continual research and years of practical field oper 
ation have fitted us to anticipate and solve ignition 
problems; and that’s why engine manufacturers, seeking 
advice, talk to Bendix-Scintilla people. 


——— 
IGNITION 


Nation’s Foremost Source 
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| This chapter is part of the over-all story of Bendix 
yhere 


Aviation Corporation, a story of successful work in develop- 
| ing and making nearly a thousand different products for 
scores of basic industries. No doubt some of our products can 
contribute to your business by improv- 
ig your operation and cutting costs. 
Why not write on your company letter- 
head for the interesting digest ‘Bendix 
and Your Business.”’ 

Engineers: Bendix diversity offers 
unlimited opportunity to both experi- 
fnced men and undergraduates. Write 


for the brochure “Bendix and Your 
Future.” 


BENDIX AVIATION CORPORATION 
Fisher Building + Detroit 2, Michigan 


























PRINCIPAL DIVISIONS AND BASIC PRODUCTS 


SCINTILLA, SIDNEY, N. Y. 
aviation ignition systems; industrial engine 
maégnetos; diesel fue] injection; electrical 
connectors, ignition analyzers. 

RED BANK, EATONTOWN, N. J. 
electron tubes; dynamotors; inverters; 
AC-DC generators. 

BENDIX Rap10o, Towson, Mb. 
radar; auto, railroad, mobile 
and aviation radio; television. 
ECLIPSE MACHINE, ELMIRA, N. Y. 
bicycle coaster brakes, Stromberg* carburetors, 
electric fuel pumps, starter drives. 
ZENITH CARBURETOR, DETROIT, MICH. 
automotive, marine and small engine carburetors. 


BENDIX-SKINNER, DETROIT, MICH. 
micronic filters. 

PaciFic, NORTH HOLLYwoop, CALIF. 
telemetering equipment; hydraulic and electric 
actuators; depth recorders; boat steerers. 
BENDIX FRIEZ, TOWSON, MD. 
meteorological instruments, precision instruments 
and recorders. 

BENDIX PRODUCTS, SOUTH’ BEND, IND. 
automotive brakes, carburetors, power steering; 
aviation brakes, landing gear, fuel metering. 
ECLIPSE-PIONEER, TETERBORO, N. J. 
aviation instruments and components; foundry. 
MARSHALL-ECLIPSE, Troy, N. Y. 
brake blocks, brake lining, synthetic resins. 
CINCINNATI, CINCINNATI, OHIO 
automatic viscosity regulators, nuclear products. 

BENpDIx COMPUTER, Los ANGELES, CALIF. 
digital computers. 
HAMILTON, HAMILTON, OHIO 
jet engine controls and aircraft pumps. 
LAKESHORE, ST. JOSEPH, MICH. 
power steering and automotive devices. 
Utica, Utica, N. Y. 
aviation components. 
MONTROSE, SOUTH MONTROSE, PA. 
aviation components. 
PIONEER-CENTRAL, DAVENPORT, IOWA 
aviation instruments and components; 
ultrasonic cleaners. 
York, YORK, PA. 
electronic devices; test equipment. 


BENDIX-ECLIPSE OF CANADA, LTD. 
Windsor, Ont. 


BENDIX INTERNATIONAL 
New York City 


*REG. U.S. PAT. OFF. 
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Field Marshal Montgomery Tells 


WHAT NEXT WAR WILL BE LIKE— 
STARTS ARGUMENT WITH U.S. NAVY 


& 


Here is a speech that has stirred up a world- 
wide controversy among military men. 

Field Marshal Viscount Montgomery, who 
is Britain's No. 1 soldier and now is deputy 
commander of all Western forces in Europe, 
gives his views of the methods and weapons 
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lieves, for instance, that aircraft carriers will 
be outmoded, but the U. S. Navy dissents. You 
get, following the Montgomery views, a de- 
fense of naval aviation by Assistant Secretary 
of the Navy for Air James H. Smith, Jr., and by 
America’s top sailor, Adm. Robert B. er: 
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MONTGOMERY: “DAY OF THE CARRIER IS APPROACHING ITS END” 


The following is the full text of an ad- 
dress delivered by Field Marshal Viscount 
Montgomery, Deputy Supreme Allied Com- 
mander in Europe, to the California Insti- 
tute of Technology on Nov. 29, 1954: 


The world is split in two and the aims 
of the two parts, East and West, are in 
direct conflict. In some areas the con- 
flict is violent and has led to fighting. 
These local wars are part of what is called 
the “-old war.” A better name would be 
the cold peace. 

History records that from time to time 
evil men arise, seize power, and attempt to 
exert their will by force. Hitler was such 
a man. Therefore the possibility of the 
cold war turning to a hot war is always 
with us, and we must be prepared accord- 
ingly. Both are global, the cold war and 
the hot war. In trying to win the cold war 
one side or the other may miscalculate 
and bring on a hot war, though neither side wanted it. So 
once again, war is always a possibility. 

But as we advance further along the road of development 
of atomic and thermonuclear weapons, guided missiles and 
ballistic rockets, it will become increasingly clear that a hot 
war will be mutual suicide for the contestants. Therefore the 
great problem regarding the cold war now in progress is 
how to win it without precipitating a hot war. Local wars 
call for the use of conventional weapons, and for a readiness 
to use new weapons if the circumstances demand it. It is ob- 
vious that the use of atomic and thermonuclear weapons is 
going to have a profound effect on the conduct of war, on 
weapon systems, on strategical and tactical conceptions, and 
therefore on the organization of forces. 

I want to make it absolutely clear that we at Supreme 
Headquarters Allied Powers Europe are basing all our opera- 
tional planning on using atomic and thermonuclear weapons 
in our defense. With us it is no longer: “They may possibly 
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be used.” It is very definitely: “They will 
be used, if we are attacked.” 

The reason for this action is that we 
cannot match the strength that could be 
brought against us unless we use nuclear 
weapons; and our political chiefs have 
never shown any great enthusiasm in giv- 
ing us the number to be able to do this 
without using such weapons. It all calls for 
a certain reorganization of our forces, and 
in our strategy. In fact, we have reached 
the point of no return as regards the use 
of nuclear weapons in a hot war. Now let 
us consider a future global hot war. 


FUTURE GLOBAL WAR 


In our thinking ahead we need some 
realistic foundation. Let us therefore con- 
sider a war between two powerful groups 
of nations, and let us call them East and 
West. You can make any grouping within 
this broad statement that you think suitable. I would sug- 
gest we include the NATO [North Atlantic Treaty Organiza- 
tion] nations in the West. We will assume that the West has 
at present a superiority in atomic and thermonuclear weapons 
together with the means of delivery, but that as the years pass 
that margin of superiority is likely to decline. 


—United Press 


General Approach 

So far as we can see today we are not justified in depend- 
ing on air bombardment alone, even with nuclear weapons, to 
bring a world war to a successful conclusion: still less a local 
war or disturbance. Wars today can be won only by fighting, 
and, in a hot war, fighting will continue in the air, at sea 
and on land until one side loses the will to fight on. 

On the other hand, the ‘skillful employment and accurate 
application of superior nuclear firepower in combination with 
the operations of streamlined land forces, can be a decisive 
factor in the battle on land. The problem will be how to force 
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the enemy to concentrate his armed forces sufficiently to offer 
a worth-while nuclear target, without exposing our own forces 
to destruction by the enemy’s nuclear attack. 


The Deliberately Planned World Hot War 
I suggest that such a war will have three phases. 

First phase: a world-wide struggle for mastery in the air 
and of the oceans. It will be vital during this phase to pre- 
vent enemy land forces overrunning and neutralizing 
Western bases and territories. 

Second phase: the destruction of the remaining enemy land 
forces. 

Third phase: the bargaining phase, when the enemy’s home- 
land and all it contains is at the mercy of the Western air 
power. We will then carry the air attack to the point where 
the enemy accepts our terms. 

The second and third phases may be concurrent. 

Against the background of this over-all strategy, let us con- 
sider the war under three headings: the war in the air, the 
war at sea, the war on land. 


THE WAR IN THE AIR 


It is clear from the strategy I have outlined that the 
dominant factor in future war will be air power. And that is 
my very firm belief. But like so many things we do we too 
often pay only lip service to this great truth. 

The greatest asset of air power is its flexibility. The main 
factors in determining the degree of flexibility are the methods 
of command and control, the range of aircraft and the mobility 
of supporting equipment. 

Flexibility and centralized control of all the air forces in a 
theater of war, are vital to success. 

But the West has sacrificed much of its flexibility by basing 
the air-command organization on the requirements of “direct 
support” of the land forces, whereas it should be based on the 
organization necessary to gain the greatest measure of control 
in the air. Air power is indivisible. If you split it up into com- 
partments you merely pull it to pieces and destroy its greatest 
asset—its flexibility. If we lose the war in the air, we lose 
the whole war and lose it quickly. 

We will never win the war in the air with the organization 
for air command and control that we have at present. The 
present organization is unworthy of a group of nations who 
claim to have some knowledge of war. 

Now let us have a look at the war in the air. If we can main- 
tain the ability to start a tremendous nuclear bombardment 
of the East the moment we are attacked, they cannot afford 
to do nothing about it. 

It must affect the employment of their air forces. 

It must force them to devote a considerable effort of their 
long-range air forces and nuclear weapons to attempt to hit 
our strategical air forces and the installations on which they 
depend. 

It must force them to expend effort on air defense, no easy 
problem for them. 

Against this background, I suggest there are three succes- 
sive stages to consider in the war in the air. 


The First Stage 

This stage would be if war comes in the near future. In 
this period, as I see it, both sides will rely principally on 
piloted aircraft in both the strategical and tactical fields. I 
see no sign, within this period, of either side being able to 
create an air-defense system which could greatly affect the 
present balance in favor of the offensive in the air. 

The results of this great battle for mastery in the air will 
have a tremendous effect on the whole war, and we must win 
it. But we cannot afford to rely on air resources which de- 
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AIRCRAFT CARRIER REFUELS AT SEA 
Field Marshal Montgomery: Are carriers ‘‘out of date’’? 
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pend on mobilization. The air forces we need, together with 
all the means necessary to keep them operational, must exist 
in peacetime. And by centralizing Air Command on the high- 
est possible level we must restore to the air forces the 
flexibility they have largely lost. 


The Second Stage 

In the not too far-distant future, the East may create a 
sufficient stock of atomic weapons, and the long-range means 
of delivering them, effective enough for them to strike at the 
outbreak of war a devastating blow at our means of deliver- 
ing offensive air power. At this stage, as far as I can see, both 
sides will still be relying principally on piloted aircraft, both 
for offense and defense. 

Before this period arrives, it will be of tremendous impor- 
tance that we should have developed, and have in being, a 
highly effective global early-warning system, together with 
the best air defense that the scientists can give us; in order to 
prevent our offensive air power being crippled from the start 
by a surprise attack, and to minimize the effect of such an at- 
tack. 


The Third Stage 

Later on still the East may have developed means of de- 
livering their weapons with accuracy, both short-range and 
long-range, which do not rely on piloted aircraft, e.g., the bal- 
listic missile. Our ability to counter that threat by both offen- 
sive and defensive measures will be much reduced, because 
the targets will be far less vulnerable—whether they are 
launching sites, or the weapons themselves actually in the air. 

We must ask ourselves seriously what, at that stage, are to 
be the targets of our offensive air power. Will it then be true 
that offensive operations by our aircraft or missiles will di- 
rectly affect the enemy’s ability to deliver his weapons against 
us. 
I do not see the aeroplane disappearing altogether. In the 
tactical field I am sure that there will always be tasks for 
piloted aircraft in support of land and naval forces. The 
enemy's aircraft used for these purposes, and their bases, will 
remain an important target for our aircraft and missiles. 


Conclusions: The War in the Air 

What are the conclusions? 

Now that we have solved the problem of endurance in 
the air, and an aircraft can remain in the skies for prolonged 
periods and in all weathers, air power is becoming the de- 
cisive factor in warfare. We must therefore get organized 
accordingly. What we must do now is to organize the com- 
mand and control of our air forces so as to retain the greatest 
degree of flexibility centralizing command in the highest com- 
mander who can effectively exercise that command: so that 
he can wield the available air forces in a theater of war as 
one mighty weapon. 

If we are attacked, we must set in motion an immediate 
air offensive on the largest possible scale, directed at the 
enemy's air forces and at his homeland. The means of de- 
livering an immediate air offensive must exist in peace. 

We must develop an effective, and global, early-warning 
system in order to have some chance of being able to take the 
offensive in the air should we be attacked. And we must study 
air defense urgently; I will say something on this subject 
later on. It is vital that our air forces should be able to absorb 
nuclear attack, and survive to strike back. The principle of 
dispersion must be explored from every angle. We must get 
away from the enormous concrete runways of today, and 
develop aircraft which can land and take off from small 
P.S.P. [perforated steel plank] airstrips dispersed over the 
countryside. In this respect vertical-lift aircraft have very 
great possibilities. 
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THE WAR AT SEA 


Now let us discuss the war at sea. 

As things stand today, it is my view that the West could 
not win if it lost control of the Atlantic. If we cannot deploy 
in Europe the power of the American continent, Europe 
could fall. 

In the open seas the great threats are the submarine and 
air attack. In the narrow waters, the threat of the mine must 
be added and attack by aircraft will be more effective. Naval 
forces of today require air support in the same way as do land 
forces. It is essential in the conditions of today, that navies 
called on to operate in the great oceans should have their 
own air forces. 

The navies of those nations whose work lies entirely in 
narrow seas such as the Mediterranean, or in European waters, 
are in a different situation; in my view, such navies do not 
need their own air forces. What I have said about the war 
at sea is applicable only for today and for the next few years. 
But the more one considers the future, the more the prob- 
lem of control of the seas becomes difficult to foresee. The 
question to be faced, and decided, is: 

“In the future, will the seas be controlled from the 
sea or from the air?” 

When one considers the range and power of aircraft of the 
future, and the progress that is likely in radar and electronics, 
I am personally forced to the conclusion that the time will 
come when the major factor in the control of the seas will be 
air power. I consider that the day of the large warship on 
the surface of the sea is over. The emphasis in the future 
is likely to be on the smaller type of vessel and on under- 
water craft. 

If it is true that the seas will in the future be controlled 
mainly from the air, then it is for consideration whether this 
control would not be best exercised by national air forces and 
not by naval forces. If this is the case, then navies will not in 
the future require their own air forces. That time has not 
yet come. But in my view it will come eventually. If this is 
true, then we should at once stop building any more air- 
craft carriers: because they are very expensive and will not 
produce a dividend. What it amounts to is that new weap- 
ons have not yet rendered the aircraft carrier obsolete, but 
they will do so in the future. And I see control of the seas 
eventually passing to air forces. 


THE WAR ON LAND 


To fight successfully on land we need the following four 
essentials to a minimum. 

First: We must have first-class forces “in being” in peace- 
time, up to strength and ready at all times to act as our 
shield without any mobilization procedure. These forces 
must be trained and equipped to the highest pitch: mobile, 
hard-hitting, offensive troops of magnificent morale, very 
highly disciplined, under young and active commanders. 
These are the troops and the commanders who have got to 
stand firm in the face of the horrors and terrors of the open- 
ing clashes of an atomic war, and they will stand firm only 
if they are highly trained and highly disciplined. 

Second: We need reserve forces, well organized, capable 
of being mobilized in echelons, and each echelon receiving 
sufficient training in peace to insure it is fit to fight at the 
time it is needed. 

Third: Our forces, active and reserve, must be backed by a 
sound logistic and movement organization, which should 
exist in peace to the degree necessary to insure success in 
the opening weeks of war. 

Fourth: We must have a sound civil-defense organization in 
each national territory. 
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The whole philosophy underlying these needs in land forces 
is that the active forces “in being” in peace will make it im- 
possible for the East to launch an attack successfully with- 
out a preparatory build-up of their forces, which we would 
know about; it would be difficult for the enemy to surprise us. 
Our active forces will prevent the Eastern forces from reach- 
ing our vital areas, while we are assembling and moving for- 
ward our reserve forces. 

Let us have a last look at the war in the air, at sea, and on 


land. 


The War in the Air 


We have got to win the war in the air. We will not win it 
unless the air forces are allowed to regain their flexibility and 
unity, and unless air command is organized accordingly. It is 
vital that this matter be tackled at once on the highest politi- 
cal level. 

We must maintain in peace the ability to launch an immedi- 
ate offensive in the air against anyone who attacks us. The 
West is vulnerable to nuclear attack. Great offensive power is 
wasted unless it is married to defensive power and can be 
launched from a secure base. As time passes and the offen- 
sive capability between East and West levels out, the advan- 
tage will go to that side which has the greater defensive 
strength, which can protect itself against attack, and can 
survive to strike back. 

There is at the present time no sure defense against the 
aeroplane or ballistic rocket. Indeed, so far as we can see 
today, trying to get a secure defense against air attack is rather 
like trying to keep the tide back on the seashore with a picket 
fence. This situation must not be allowed to continue. The best 
scientific brains we possess should be gathered in to help in the 
task, working in close co-operation with air forces. I say “air 
forces” because I hold the view that air defense should be 
organized. and handled by air forces, and that A. A. [antiair- 
craft] commands should be handed over to that service. 


The War at Sea 


Today, the navies must handle this war. They must be given 
the minimum means to insure control of the seas and of the 
approaches to essential ports, and no more. It is essential that 
they should not dissipate those means on tasks which do not 
affect the war at sea. But we must not be hidebound by past 
traditions. I give it as my opinion that the time will come 
when the seas will be controlled from the air. If this is true, 
the future must be planned and organized accordingly. 


The War on Land 


In the organization of land forces the emphasis must be on 
strategical and tactical mobility, and on simplicity of weap- 
ons systems. We need divisions that can be moved rapidly 
by air; this will necessitate suitable aircraft for the purpose. 
To gain full advantage of the immense firepower that nu- 
clear weapons have provided, and to avoid destruction by 
enemy nuclear attack, armies must develop a more lively and 
opportunist type of battle leader than exists at present, in 

junior and senior ranks. Such a leader must have the 
imagination, the daring and the resource to seize fleeting 

opportunities; he must be trained to act independently 
and immediately within the framework of a general plan, 
rather than on precise and detailed orders or only after refer- 
ence to a superior. I should add that these qualities in a leader 
apply equally to navies and air forces. 

Land forces must become less dependent on roads and 
more capable of cross-country movernent. 

The supply system of land armies must be streamlined. 
They must become much less dependent on fixed lines of 
supply such as roads and railways, which involve frequent 
transfers of load. Armies need a simple line of supply based 
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on an airlift. Today, when supply lines are cut by enemy ac- 
tion, armies cease to operate efficiently. The system of the 
future should provide air supply to forward maintenance 
areas from base depots many miles to the rear, and well 
dispersed. 

The airlift from base depots to forward maintenance areas 
must be by some type of vertical-lift aircraft, which can take 
off and land vertically, and which fly at a fast speed like an 
ordinary aircraft in level flight. The air supply must be capa- 
ble of being maintained in all weathers, and by day and night. 

I see base depots being replenished by large freight-carry- 
ing aircraft which can land and take off from P.S.P. airstrips. 
There is clearly a tremendous future for vertical-lift air- 
craft. It is my opinion that this vast air organization for the 
land armies will be best handled by the air forces, since you 
cannot separate an air-transport system from air operations. 

Such a supply organization would do away with the vast ar- 
ray of units and headquarters which today constitute the enor- 
mous “tail” of a modern army. It would be the first step in 
restoring to armies the “freedom of the countryside,” and the 
tactical mobility, that have so largely disappeared. By sim- 
plifying the tail we shall get more bite in the teeth. 

The armies of today have to a large extent lost their mobil- 
ity; they are becoming road-bound and are weighed down by 
a gigantic administrative setup in and around them. Staffs 
are far too big; the amount of paper that is required to pro- 
duce even quite small action is terrific. We seem to have lost 
the art of command, other than by paper. No ordinary man 
can read half the paper that is in circulation; I doubt if the 
other half is worth reading. 

All this must be tackled ruthlessly. 


GIST OF THE WHOLE MATTER 


We stand today at the crossroads, not knowing which turn- 
ing to take. Absolute defense against air attack will be impos- 
sible in the future. A deterrent, the means with which to hit 
back instantly and to give more than you receive, is the surest 
way to make an aggressor think twice before he attacks. The 
West must build up such a deterrent, capable of being de- 
livered immediately by air forces which must be “in being” 
in peacetime. 

It is then vitally necessary to guard against a surprise at- 
tack, and against treachery, and to be able to hold such an 
attack long enough to enable nations to spring to arms behind 
the shield and mobilize their collective strength. 

The Western nations must also retain the ability to absorb 
atomic and thermonuclear attack, and must insure that their 
means of instant retaliation are not compromised by surprise 
or treachery. 

Political, financial and economic conservations will make 
it impossible for armed forces to have all they want, or do 
all they would like. It will become more important than ever 
to concentrate on essentials and to have our priorities right. 

In the scientific age into which we are moving, which is 
also an age of ever increasing costs, Governments have got 
to insure that their armed forces and security measures are 
built up within a framework of economic realities and against 
a background of sound interservice responsibilities. 


BALANCE OF FORCES 


If what I say has validity, then the priorities will call for 
the following: 

(a) Bigger air forces. 

(b) Smaller and more immediately ready regular 
armies with great strategical and tactical mobility. 
Better organized and more efficient reserve armies. 

(c) Smaller navies. 
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(d) The organization of the three fighting Services 
based on more atomic and thermonuclear power, and 
less manpower. 

(e) A_ civil-defense organization which exists in 
peace to the degree necessary to insure it can operate in 
top gear in an emergency. It must be understood in this 
respect that while great destruction may be caused at the 
point of burst of a nuclear weapon, tremendous saving of 
life and property will be possible on the fringes. 


CONCLUSION 


I would like to put some points to you in conclusion. 


First 

We are living today in an age of great scientific progress. 
The possibilities that lie ahead are almost limitless. If ever 
war should come again to this distracted world, which God 
forbid, the key to our success will lie in your hands. I would 
put forward the following points for your consideration. 

The scientific advances of today in civilian life, and in the 
realm of defense, are creating a demand for highly trained 

. technicians and engineers in ever increasing numbers. Most 
nations are falling behind more and more in the attempt to 
meet this need. 

I have been told that Russia is producing more of these 
technicians than the United States. It is not important 
whether you produce more technicians than Russia. It is 
important that you have enough to meet your needs for de- 
fense and to keep ahead in new developments. And your needs 
are also the needs of the free world. 

I believe there is a further problem in the field of science 
that needs to be watched. Your nation has earned a great 
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reputation as a mass producer and for your ability to take 
an idea and improve on it. I suggest that you want to have 
the same reputation in basic research. Basic research has given 
us some near-miracles in the past, and we want more in the 
future. I suggest you concentrate on this and lend your as- 
sistance, so that you gain for the United States a reputation 
in basic research that matches your reputation for production 
and applied techniques. The survival of the free world may 
well depend on your success in this vital matter. 


Second 

What is needed today in every nation is a clarion call and a 
roll of drums. That call must be one to discard out-of-date doc- 
trines and methods of past wars, and to organize our affairs 
to take full advantage of the progress of science. 

We see today the rise of air power and the emergence of 
the air forces as the decisive arm in warfare. We see the big 
warship disappearing from the seas. 

We see the day of the aircraft carrier approaching its end. 

It is no good trying to fight against the inevitable, as 
some people do. Do not let us be mesmerized by what worked 
in past wars; it will not work again. 

We must take off our hat to the past and roll 1p our 
sleeves for the future. 

Service chiefs must co-operate closely with the scientists. 
put their problems clearly and simply to them, and give them 
all possible help in solving those problems. 

We require a fighting machine which is backed by a 
sound logistic organization. Both of these, the fighting ma- 
chine and the logistic organization, must be planned ir full 
accord with scientific progress. 

There will be much opposition. 

The citadels of vested interests must be swept away; out- 
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of-date procedures and techniques must be discarded. All this 
will require courage, and decision. And the first courageous 
decision will be to acknowledge the dominance of air power, 
and to place air forces in the position of being able to play 
their part as the decisive weapon in future war. This decision 
must be taken at once; delay will be dangerous. 


Third 

In the past the defense program of a nation has often been 
decided as a result of compromise decisions by Chiefs of Staff. 
If this practice is followed in the future we shall fail. 

The vital thing today is to produce a military weapon 
which is in all respects adequate for the national needs and 
for the collective security system of the free world. 

In the navy, the army and the air force each nation has 
a team. By themselves the individual members can achieve 
little. The team can achieve victory if it is properly consti- 


tuted. The progress of science is likely to change the former 
responsibilities of the three members in certain directions. 
Parts of the load are shifting from the shoulders of one 
service to the shoulders of another. 

In particular, the air is coming to the front as the dominant 
factor in war and the decisive arm, as I have already said. 
This is going to introduce difficult problems, and in solving 
them do not let us bother unduly about the color of our uni- 
form: dark blue, light blue, khaki. 

What is vital is to find the right answer and the one which 
is best for the nation, and to reach that answer without ill- 
feeling and interservice quarrels. 


Finally 

The key to the future lies in the hands of the scientists, 
and in institutes of technology such as yours. I am confident 
you will not fail us. 


SMITH: CARRIERS NEEDED AS LONG AS PLANES ARE USED 


Following, in full text, are comments on 
Field Marst:al Montgomery’s speech by 
James H. Smith, Jr., U. S. Assistant Secre- 
tary of the Navy for Air, as released by 
the Navy Department on Dec. 6: 


Field Marshal Montgomery made some 
very interesting statements of principles, 
and it would be well for us to check the 
Navy’s thinking against these principles. 
The simplest way to do this is probably 
to run through the actual text, picking up 
the points of particular interest to the 
Navy. The first is his prediction that guid- 
ed missiles and ballistic rockets are the 
weapons of the future. From this he con- 
cludes that air forces should be larger and 
navies smaller. This might be true in Great 
Britain under its form of military organ- 
ization, but is not true in the United 
States. The guided missile and the medium- 
range ballistic rocket are both weapons 
available to the Navy, and as they enter the field we will see 
the necessity for continued development of the ships from 
which to fire them. The Navy is already well advanced in this 
field, and if we were to ask Field Marshal Montgomery if he 
would be interested in a launching platform for guided mis- 
siles which can be moved at a rate of 500 miles a day, which 
cannot be seen by radar, which can only be detected by the 
most complicated electronic devices, if at all, I think his ears 
would prick up a bit. Such a launching platform is part of 
the Navy’s planned future arsenal, in the form of the sub- 
marine. 

The next item of interest is the paragraph entitled “The 
Future Global War.” It must be carefully noted here that 
the Field Marshal’s subsequent discussions appear to be 
based solely on an Atlantic war. This has significance be- 
cause an Atlantic war involves relatively short ranges, where- 
as an Asiatic war presents totally different problems to the 
United States and involves substantially greater reliance on 
naval forces. 

The Field Marshal then goes on to say that in the first 
Phase of a war it is vital to prevent enemy land forces from 
Overrunning friendly bases. He shows clearly here that he 
thinks of bases solely as being land bases. He apparently 
does not appreciate the fact that one of the American Navy's 
missions is to provide mobile bases at sea from which heavy 
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air attacks of aircraft and missiles can be 
launched. His concept of land bases 
undoubtedly results from the fact that 
Great Britain formerly had available to it 
throughout the world the necessary land 
from which to mount a war operation. 
This was not true of the United States, 
and therefore we recognize the value of 
moving bases under the United States 
flag through the high seas to the point 
from which we wish to launch an attack, 
or at which we close to engage the enemy 
in a major air battle. 

The Field Marshal then divides the war 
into three parts—the war in the air, the war 
at sea and the war on land. Right here we 
should look carefully to see if there is not a 
mistake. In my opinion, there will be no 
such division. Full air attack against land 
targets cannot materialize as long as there 
is a heavy striking force at sea to be reck- 
oned with. The presence of such a force 
means the enemy’s strength must be divided and part used 
in an effort to destroy or block the naval air force. This 
diversion of the enemy’s force away from our populated 
areas will be a factor in our survival. 

Carrying on with a description of “The War in the Air,” 
the Field Marshal states that the dominant factor will be air 
power. It might be more accurately stated that the dominant 
factor is nuclear power delivered by air. If we distinguish 
between the explosive power of the weapon and the means 
of delivery it may be easier to understand the problem. Look, 
for example, at the statement that air power has great flexi- 
bility. This is not actually so if one thinks in terms of conven- 
tional bombs. The size of the air fleet necessary to conduct 
a major war with conventional weapons today deprives it of 
its flexibility. The big bomber itself has great flexibility when 
airborne, but we must remember that its supporting facilities 
do not have mobility. Fortunately, this situation is being im- 
proved, but at the moment the item which has really given 
us flexibility is the tremendously increased yield of the nu- 
clear bomb, which permits us to use a small number of small 
vehicles for delivery. It permits us to achieve mobility 
through the use of a small carrier-based aircraft such as the 
A4D with a small but high-yield bomb. It opens a field for 
the jet-powered flying boat relying on little more than a sub- 
marine for logistic support. 


—Harris & Ewing 
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Montgomery expresses his concern about the fact that the 
air forces have lost much of their flexibility because of their 
requirements of direct support of land forces. This is a matter 
that can be altered by making a change in the employment 
of land forces, a field in which Montgomery himself is one 
of the great experts. He has both the experience and au- 
thority to unleash the North Atlantic Treaty air force from 
the requirements of direct support of land forces. This does 
not, however, unleash the air forces from the 10,000 feet of 
concrete runways they now require. 

Montgomery then states four essentials to the war in the 
air. The first is the maintenance of the ability to counter- 
attack the moment we are attacked. The carrier striking 
force today is an important element in this ability, and I 
believe that Montgomery would recognize this if he knew 
more about the true function of the carrier as a means of ex- 
tending the flexibility and range of our aircraft. He states 
that we must counterattack in a manner to (1) affect the 
employment of enemy air forces, and (2) to force the enemy 
to devote considerable of their forces to the attempt te hit our 
striking forces and bases, and must force the enemy to expend 
effort on air defense. In each one of these items the carrier 
striking force plays an important role. The unpredictability of 
the carrier-striking-foree position makes it essential for the 
enemy to assign a substantial amount of its air force to the dif- 
ficult problem of locating and striking this mobile base. In ad- 
dition, the same mobility makes the enemy build defenses 
against attacks from any place this mobile force might ap- 
pear, even though in fact the force never does appear there. 

Among the conclusions concerning the war in the air is 
his recognition of the difficulty of defending heavy bomber 
bases. He believes that a global early-warning system is es- 
sential. He does not appear to recognize the fact that mo- 
bility provides an element of defense. He accepts the prin- 
ciple of dispersion and states it must be explored from every 
angle, but he appears to explore it only on land whereas the 
greatest possibility for dispersal of bases lies at sea. He 
states “we must get away from the enormous concrete run- 
ways of today.” This has been recognized by naval aviation 
for years. He states that we must develop the ability to take 
off from small makeshift airstrips dispersed over the country- 
side, but he does not appear to know about the ability to 
take off from self-sealing water areas such as lakes, lagoons, 
rivers, bays, etc., with high-performance aircraft operating 
from hydro-skis. He states that “vertical-lift aircraft have 
very great possibilities.” The United States Navy has success- 
fully flown the first two types of vertical-lift aircraft with 
combat capabilities. 


6TH FLEET: “IN NARROW SEAS” 


In his discussion of “The War at Sea,” we notice again 
that he focuses on Europe, the North Atlantic and the Medi- 
terranean. These are relatively small areas compared to the 
Pacific and Asia and, therefore, present relatively simple 
problems of range, endurance and forward bases. He talks 
about the fact that navies in narrow seas such as the Medi- 
terranean do not need their own air forces. Yet the organiza- 
tion of which he is deputy supreme commander presents a 
requirement for the Sixth Fleet with its heavy air-attack 
capability to remain in the Mediterranean. We in the Navy 
comply with this requirement, but in doing so we realize 
that the very mobility which Montgomery stresses as being 
essential is reduced by forcing the fleet to operate in narrow 
waters in order to be able to strike land targets which ap- 
parently cannot be reached by land-based aircraft of the 
NATO forces. In my opinion, narrow seas should not need 
naval striking forces and I only regret that there are not air 
forces available in Europe which could control the narrow 
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seas such as the Mediterranean and the air above. The reason 
such air forces have not been developéd is because no Euro- 
pean power has stressed naval aviation sufficiently. Field 
Marshal Montgomery may well remember when in the dark 
days of early 1942 the United States carrier Wasp twice ran 
the Mediterranean to provide the land base of Malta with 
air support. In that instance the control of the air over land 
and sea was exercised by naval air power for the benefit of 
a land force whose line of communication would otherwise 
have been cut. 

He goes on to state that the day of the large warship on 
the surface of the sea is over. This is correct if we are think- 
ing in terms of the warship and its 16-inch guns. However, 
when we consider the warship as the mobile launching plat- 
form for a guided or ballistic missile we must recognize that 
it becomes an essential part of this new weapons system. 
Whether the hull will be large or small depends on many 
factors. Among these factors are the size and numbers of 
new types of weapons required aboard the ship, and the 
fact that larger ships may often give greater return in effec- 
tiveness per dollar invested and per man assigned. 


NAVY JOBS “NOT RESTRICTED” 


Field Marshal Montgomery then discusses who should 
control the air over the seas. Should it be by “national air 
forces” or by naval forces? Here he underlines the difference 
between British and American concepts of military organiza- 
tion. The United States: Navy is not restricted to missions 
which can be carried out by ships. It is assigned specific 
missions which it is believed it is best suited to carry out. 
The tools which it uses to execute its missions are left to its 
discretion and include piloted aircraft, guided missiles, ballis- 
tic missiles, seagoing forces, land forces, etc. The question 
whether the Navy will continue to be assigned its missions 
depends on how effectively and economically it performs. 

In discussing defense, he states there is no sure defense 
and calls for the organization of a scientific task force to 
study the problem. Such studies are continuously being made 
in the United States, and I believe they recognize that mo- 
bility such as obtained from carriers provides considerable 
defense against the V-2 type rocket. 

In his next paragraph, entitled “The War at Sea,” it ap- 
pears that he would limit naval activity to control of the 
surface of the sea and of the approaches to essential ports. 
Here he fails to recognize the necessity for the United States 
to use the sea as a base, because of (1) the mobility gained 
therefrom, (2) the fact that this diverts a considerable 
amount of the enemy’s nuclear force away from our own 
populated regions, and (3) we do not have sovereign con- 
trol over land where forward bases should be. It seems to me 
an inescapable conclusion that the survival of the United 
States depends on our noncancelable ability to counterattack 
the enemy from bases closer to his shores than any available 
on American soil and to engage substantial parts of his air 
forces there rather than at our coastline. 

Field Marshal Montgomery, in discussing problems of 
logistics, points out the need for a vast air organization of 
large freight-carrying aircraft to supply the land armies. 
Here is an area which could well be given more attention 
by this country. Without discussing the question whether or 
not we will need anything “vast” in the next war, it is clear 
that we must supplement our slow-moving pipeline with a 
relatively fast supply system of cargo-carrying aircraft. The 


‘ resultant economies in inventory will soon pay for the invest- 


ment, and the advantage of being able to fly priority equip- 
ment over an opposing submarine force would be tremendous. 

In closing, Montgomery states absolute defense will be 
impossible and that the retaliatory capability is a sine qué 
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non. Both of these principles are directly in line with naval 
thinking and naval capabilities. He states it is essential to 
guard against a surprise attack. The unpredictable location 
and movement of naval! striking forces are important means of 
doing this. He states we must have the ability to absorb atom- 
ic and thermonuclear attack. I doubt if he could have possibly 
meant “absorb” in its normal sense. The Navy’s position is 
that dispersed naval striking forces on the high seas divert at- 
tack from our shores and those of our allies, since their coun- 
terattack capability cannot be opposed. by the enemy. 

With regard to balance of forces, he calls for bigger air 
forces, smaller afmies, smaller navies, more emphasis on ther- 
monuclear powéf and more emphasis on civil-defense organ- 
ization. The item of smaller navies is obviously of interest 
to us, and I do not believe it has the connotation which has 
been given it by the press, because of the unique difference 
between the American Navy and all other navies—that is, 
ours is not limited in its choice of weapons. The conclusion of 
the address as far as the American Navy is concerned is that 
there should be greater stress within the Navy itself on air 
power and other modern weapons. In other words, the com- 
bination of the two recommendations, i.e., bigger air forces 
and smaller navies, means a shift of emphasis to the air side 
within the Navy. 


FUTURE OF “MISSILE SHIPS” 


Montgomery made the clear point that the time has not yet 
come when navies will not require their own air forces. He 
appears to think this time will come in the not too-distant 
future, when guided and ballistic missiles take over many of 
the missions assigned to the airplane today. But he also makes 
the basic statement that “I do not see the aeroplane disap- 


pearing altogether.” He appears not to realize that as long as 
the airplane remains useful at all, the advantages of operating 
aircraft from mobile sea bases will still continue, and that as 
missiles supersede aircraft, missiles too can be operated with 
profit from sea bases. We fully recognize that there is no 
weapons system in our arsenal which is not subject to ob- 
solescence. Montgomery himself notes the increasing unde- 
sirability of air forces tied to 10,000-foot runways. However, 
so long as aircraft remain in the future weapons picture, so 
does the aircraft carrier, although displaced by missile ships 
for some functions. 

Montgomery closes by a plea to recognize that air power is 
here to stay. That recognition has been given this in the 
United States for years. A quick look at the trend of our 
defense appropriations over the past few years makes it clear 
that the decision to acknowledge the dominance of air power 
was made some time ago. There is an optimum rate of ex- 
pansion, however. In history there probably never has been 
an activity which was given such enormous responsibility in 
such a short time. The personnel of our air forces and of 
those of our allies must be given great credit for completing 
the job to date and continuing to tackle the expansion yet to 
come. The flow of new weapons, largely airborne, into the 
American arsenal is a tremendously impressive accomplish- 
ment of military planning and industrial achievement. Its 
rate of progress has not been the result of any lack of deci- 
sion to give the highest priority to air power, but is influenced 
by normal problems of research, development and production 
of the weapons and more important the training of the per- 
sonnel to use them. 

Possibly the answer does not lie in moving air power from 
double-A to triple-A priority. Maybe we should take some 
weapons off the priority list entirely. 


CARNEY: NEW U.S. CARRIER “IS BUILT FOR THE FUTURE” 


Following is an excerpt from an ad- 
dress by Adm. Robert B. Carney, U. S. 
Chief of Naval Operations, as prepared 
for delivery at the launching of the air- 
craft carrier U.S.S. Forrestal at Newport 
News, Va., Dec. 11: 


This ship [the Forrestal], from the keel 
up, is built for the future, dedicated to the 
support of our national policies and the 
preservation for all time of the things that 
we hold dear. Today, she is afloat. When 
she joins the fleet, she will be the might- 
iest warship of the oceans—versatile and 
durable. She, and her sisters to follow, 
are ofr future ships of the line and, as 
such, will possess an ever-expanding use- 

SS. 

They will constitute a powerful diplo- 
matic instrument during peaceful years, 
both by reason of their own quiet but im- 
posing strength and also as symbols of the 
great national strength which could give them birth. They 
will retain their predecessors’ World War II capabilities, of 
course, but they will also have a vastly increased firepower 
delivered at greater distances, together with defenses capable 
of dealing with modern threats, 

Offensively, this ship will be able to play a vital role by 
smashing at the sources of any enemy’s naval power and by 
assisting our sister services and allied forces in carrying the 
fight to the foe. Wherever attack must be launched from the 
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sea, this mighty ship and ‘her planes will 
have the capability of delivering crushing 
blows against her assigned targets. 

The versatility of her aircraft and weap- 
ons will permit her to engage targets on 
the sea, above it and below it, and on land 
where threats to our control of the sea are 
to be found. By her mobility, she will be 
able to bring air power to parts of the 
world where no comparable friendly force 
can be found or maintained. The carrier 
task force takes on new and formidable 
significance with the advent of this new 
class of ship. 

This carrier of the future will have the 
inherent protection provided to naval ves- 
sels by the vastness of the ocean areas 
where their location can not be prede- 
termined and thus zeroed in for initial 
destruction. The aircraft carrier, by her 
very nature, becomes an obscure target 
for enemy detection and effective attack. 
Even if her whereabouts become known, she, with guided 
missile-carrying companions, will offer a formidable defense 
against any weapons now on the drawing boards or even on 
the horizon. 

As she goes about her assault tasks, she will be protected 
by her own fighters, guided missiles, mighty depth bombs 
and curtains of electronic energy pulsating both beneath 
the waves and above them to detect and herald the enemy's 
approach. 


—Harris & Ewing 
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WHAT UNIONS WANT NEXT 


Annual Wage—Pay Raises—Higher Pensions 


Employers, awaiting the time 
when labor contracts will expire, 
now can get a line on union de- 
mands for 1955. 

Pay raises, as usual, will top 
the list. Annual-wage talk is 
getting serious. Some unions will 
ask higher pensions. 

More strikes are in sight than 
occurred in 1954. It's likely, too, 


that next year will see a merger 
of AFL and CIO. 


LOS ANGELES 

A feeling is spreading among union 
leaders that relations with employers 
may not be as smooth in 1955 as they 
have been in 1954. Union demands 
that now are being talked about are 
expected to meet a good deal of em- 
ployer resistance. The result could be 
the biggest strike year of the Eisen- 
hower Administration. 

Reactions set down here are those of 
union leaders who attended the CIO’s 
annual convention in this city last week, 
as reported by a member of the Board of 
Editors of U.S. News & World Report. 
These reactions give a clue to demands 
unions will make in 1955. This is the 
outlook: 

e Pay raises will be sought by most 
unions next year, except where a busi- 
ness is obviously hard up and general 
conditions are depressed. 

e Range of pay increases to be asked 
will be from 10 to 15 cents an hour. 

e Settlements are expected to average 
between 5 and 10 cents an hour. De- 
spite more optimism about business con- 
ditions, unions generally are in a mood 
to bargain, to give and take a good bit. 

e The guaranteed annual wage will 
be top item on the bargaining list for 
several CIO unions, with the Auto Work- 
ers taking the lead. But CIO Steelwork- 
ers, most AFL unions are expected to 
pass up this issue in 1955. 

e A 35-hour week will be asked in 
rare cases next year, and then only by a 
few AFL craft unions, in all likelihood. 
This demand will not be pushed very 
hard. 

e Bigger pensions and more health 
insurance, plus other benefits, will be 
sought in a number of plants wh.ere such 
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“fringe” items have not been increased 
in the last year or two. 

That is the picture of demands to ex- 
pect in 1955, as they were described 
by union officials at this convention. 
These officials had some interesting com- 
ments about the outlook in other fields 
of union activity. 

Where fight centers. Wage battles 
that are shaping up for next year will 
center mainly in steel and autos, the CIO 
men predicted, although various other 
industries will have their showdowns, 
too. 

There may be something of a race be- 
tween the auto union and the steel union 
to see which sets the 1955 pattern. The 
Auto Workers’ contracts with General 
Motors Corporation and Ford Motor 
Company expire in May, a month before 
the Steelworkers’ agreements are to be 
reopened for wage talks. 

Some union men think the Auto Work- 
ers will get bogged down in a strike on 
the annual-wage issue, however. The 
Steelworkers, in that case, might get a 
wage increase before a new auto-indus- 
try agreement is made. Steel contracts 











When Strikes Could Come in 1955 


HZ APRIL 15—Cotton-textile agreement with large Massachusetts 
mills expires. CIO Textile Workers expected to ask for raise. 


@ MAY 29—Auto Workers contract with General Motors expires. On 
same date, GM agreement with CIO Electrical Workers runs out. 
Both unions will seek guaranteed annual wage, pay raise. 


@ SUNE 1—Auto Workers contract with Ford expires. Guaranteed 
annual wage and raise in pay will be demanded. 


@ JUNE 15—East Coast shipping-line contracts with ClO Maritime 
Union expire. Demands will include pay raise, annual wage. 


@ JUNE 30—Steelworkers contracts open for negotiation on wage 
demands. Pay raises will be sought. 


@ AUGUST 31—Chrysler contract with Auto Workers expires. De- 
mands will include guaranteed annual wage, pay raise. 


@ SEPTEMBER 15—General Electric contract with CIO Electrical Work- 
ers runs out. Union to ask annual wage, pay raise, increased 
pénsions and insurance benefits. 


@ OCTOBER 15—CIO Electrical Workers contract with Westinghouse 
reopens on wages. Annual wage, pay raises will be sought. 


reportedly do not permit negotiations on 
the annual wage next year. 

If steel companies agree to a fairly 
large increase in pay next summer, Wal- 
ter Reuther, CIO president and head of 
the Auto Workers, may have a harder 
time keeping his union out on strike for 
an annual wage, according to some dele- 
gates. Several CIO officials expressed 
doubt that workers will want to strike at 
all, on an issue like the annual wage. 

“But Reuther managed to keep the 
boys out for weeks and months in 1946 
over the issue of taking a look at GM’s 
books,” one labor leader commented. 
“The auto union seems ready to strike 
this time, too.” 

Reuther strategy. Mr. Reuther is mak- 
ing strike preparations on a big scale, in 
any case. Part of the Reuther strategy, 
as outlined at this convention, is to get 
his own union’s convention next spring 
to vote a temporary increase in dues, in 
order to build up strike funds. 

Each member, under this plan, would 
pay an additional $5 a month, making 
his monthly dues $7.50. The extra money 
would go to build up a special strike 
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fund of 25 million dollars. Dues then 
would be cut back to normal. 

By making this extra union levy in the 
form of a dues increase, the union plans 
to get the companies to deduct it from 
pay checks where workers have author- 
ized the deduction of union dues, The 
alternative is to collect it by special as- 
sessment, with union stewards going 
from worker to worker. That is a much 
harder and less certain method of col- 
lection. 

The auto union will ask for at least 10 
cents an hour in pay raises on top of a 
guaranteed annual wage. Auto workers 
have been getting an annual raise of 5 
cents an hour—the yearly “productivity” 
increase—and now the talk is for at least 
a 10-cents-an-hour raise of that kind. 

Other unions also aim for a 10-cents- 
an-hour raise in the amount allowed for 
annual productivity gains, as a starting 
point for bargaining. 

“Unemployment may force the boys 
to cut down their wage demands,” one 
CIO member admitted. “If unemploy- 
ment still is bad next year, the workers 
will not be anxious to go on strike. You 
can’t stage prolonged walkouts if there 
are a lot of idle workers available to go 
through the picket lines. And _ strikes 
have been harder to win lately.” 

Basis of demands. Arguments for 
wage increases will be based more upon 
the increase-in-productivity idea than up- 
on cost-of-living changes, officials report. 
Most union leaders expect living costs to 
go down, which will mean further pay 
cuts in industries still having wage 
contracts that tie hourly wage rates to 
the cost of living. The trend seems to be 
away from this type of agreement, ac- 
cording to several delegates. 

“Automation” is worrying many CIO 
leaders. They talk a great deal about the 
widening use of elaborate machines that 
do work formerly performed by dozens 
or even scores of workers. In coming 
wage campaigns, unionists will argue 
that employers can get so much more 
production out of these machines that 
they can afford big pay raises. CIO will 
tie into this argument, too, the argument 
that the country must expand purchas- 
ing power by giving workers more 
money, if its increased production is to 
be absorbed. 

Organizing drives are likely to be 
stepped up in several industries in the 
next few months. Officials noted that it 
is hard to recruit union members these 
days, because workers’ pay has been 
rising steadily in recent years and there 
is little fear of layoffs or pay cuts. 

“It was a lot easier to organize in the 
30s when we were coming out of a de- 
pression,” observed one veteran CIO 
member. “Workers then wanted security 
and joined the unions. There won't be 
another crusade like the 1936 upsurge 
of the CIO.” 

(Continued on page 104) 
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For your displays... 


in NORTH 
AMERICAN 


PADDED VANS! 


North American has the only 
departmentalized display 
moving service! Nation-wide 
dispatching network assures 
reliable pick-up and delivery, 
door-to-door. Save time and 
worry by sending your dis- 
plays the modern NAVL way! 


Phone Your LOCAL NAVL Agent 


(listed under “Movers”’) for 
helpful free brochure of Dis- 
play Moving Ideas. Or write 
NORTH AMERICAN VAN 
\ LINES, Dept. US1254, Fort 
|, Wayne 1, Indiana. 


Serving the Moving Needs of a Continent 

















This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Bonds. The offer is made only by the Prospectus. 


$25,000,000 


Commonwealth of Australia 
Fifteen Year 3*4%-Bonds 


Dated December 1, 1954 Due December 1, 1969 
Interest payable June 1 and December 1 in New York City 


Price 99% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the undere 
signed as may legally offer these Bonds in compliance with 
the securities laws of the respective States. 


MORGAN STANLEY & CO. 


THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 
HARRIMAN RIPLEY & CO. 
Incorporated 
KIDDER, PEABODY & CO. 


BLYTH & CO., INC. GOLDMAN, SACHS & CO, 


LAZARD FRERES& CO. LEHMAN BROTHERS 
MERRILL LYNCH, PIERCE, FENNER & BEANE SALOMON BROS, & HUTZLER 
SMITH, BARNEY & CO. UNION SECURITIESCORPORATION WHITE,WELD & CO. 

HALLGARTEN & CO. 


December 8, 1954. 


DOMINION SECURITIES CORPORATION 
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THE BUSINESSMAN FINDS 
REAL COMFORT IN HIS 


HARTER CHAIR as 





Paramount 
Star Bing 
Crosby, Vice 
President of 
Minute Maid 
Frozen Juices, 
uses the Harter 
65 in his office 
and dressing 
rcom. . 


“It’s the finest!’’ That’s how Bing Crosby 
describes the comfort and quality he finds in 
his Harter executive posture chair. And 
knowing Bing’s relaxed art of making hard 
jobs seem easy, you can trust him to 
choose the posture chair that helps him work | 
in true armchair comfort. 

You'll enjoy the same superb comfort 
in the Harter 65. It has luxuriously deep foam 
rubber cushions molded to fit in seat, back 
and arms. Precise handwheel controls adjust 
this chair exactly to your stature to encourage | 
healthful posture. Rich upholsteries, flawless 
finishes complete the fine look of success | 
this chair gives an office. Write for informative | 
booklet, ““Posture Seating Makes Sense.” 
We'll send name of your nearest Harter Dealer. 
Harter Corporation, 1204 Prairie, Sturgis, Mich. 


| 





When you visit Miami, 
stay at Miami's 
finest hotel... 


1 Biscayne Bay 


Overlooking pea thing in Miami 


Convenient to every 


e 100% air conditioned ae 
e Ticket offices for the — 
serving Miami are located 1 
or near the Columbus 
Visit World-Famous 


oO’ THE COLUMBUS 
TOP . 
sky... fine cocktails 
‘oy Miami's most 
of Biscayne Bay 


17 floors in the 


ectacular view 
y meee walls of glass. 


The COLUMBUS Hotel 
Biscayne Boulevard at First St. 
Miami, Florida = 


———sis——ir 





Labor Week 





.. . CIO officials reported willing to accept AFL name 


A drive to unionize Southern mills 
in the wood and furniture industries is 
planned by CIO. Textile, chemical and 
paper plants also are likely to see re- 
cruiting drives. 

A new angle on organizing Federal 
Government employes, plus workers of 
States, counties and cities, was brought 
out in the open by John V. Riffe, CIO 
vice president and organizing director. 
He told delegates that such employes 
should be taken into the CIO because 
they would be invaluable in future po- 
litical campaigns, adding that most Gov- 
ernment workers “are potential politicians 
or they never would be on the payroll.” 

AFL-CIO merger? One big federation 
of labor, with CIO and AFL joined 
together, is considered a good possibility 
before the end of 1955. Most CIO offi- 
cials seem willing to have the new, 
merged organization go under the name 
of the American Federation of Labor, 
The AFL, listing 10.2 million members, 
has a better bargaining position than 
the CIO, which claims 5 million mem- 
bers. 

A few CIO people expressed the be- 
lief that the merger will be delayed un- 
til 1956, but they were in the minority. 
Most CiO officials insist that they are 
going to make a real effort to work out a 
constitution for the proposed new or- 
ganization. 

A committee of three AFL and three 
CIO leaders is due to reconvene in the 
next few weeks to work on merger de- 
tails. “There are a lot of problems,” a 
CIO leader said, “but, so far, neither 
side has taken an uncompromising posi- 
tion. I think officials on both sides are 
trying hard. I think they will succeed.” 


Mitchell Speech: 
It Backfired 


LOS ANGELES 

Labor Secretary James P. Mitchell at- 
tended the CIO convention and made 
what many delegates thought was. an 
effort to mend fences between the big 
labor organization and the Eisenhower 
Administration. At first, he seemed to be 
getting somewhere, but, in the view of 
many, his effort backfired. 

Mr. Mitchell made a speech attacking 
State laws that ban the “closed shop” 
and “union shop.” He called for repeal 
of such laws, which are sometimes re- 
ferred to as “right to work” laws. The 
speech caught delegates by surprise, 
brought a pleased reaction and warm 
applause. They had not expected an Ei- 





senhower Cabinet member to take this 
position. 

The next day, however, there was re- 
action from Washington to the Mitchell 
speech. President Eisenhower, at his 
press conference in Washington, said 
that Mr. Mitchell was expressing a per- 
sonal view and was not speaking for the 
Administration on the subject of State 
labor laws. 

This comment touched off a sharp at- 
tack on Mr. Eisenhower by Walter Reu- 
ther, president of the CIO. Mr. Reuther 
declared that the President had repudi- 
ated his Secretary of Labor. He charged 
further that Mr. Mitchell was not really 


—Harris & roid 
LABOR SECRETARY MITCHELL 
CIO leaders were surprised 


a member of the Cabinet, but was “just 
there as convenient window dressing to 
make working people believe they have 
a voice in policy making.” 

The net effect of the Secretary's ap- 


“pearance apparently was to widen the 


breach between the top leadership of the 
CIO and the White House. A number of 
rank-and-file delegates to the convention 
said they viewed the incident as con- 
firming what they had thought all along. 

Despite the outcome of his speech, 
Mr. Mitchell himself remains personally 
popular with many CIO officials. 

Typical of this personal regard is the 
comment of the delegate who said: “I've 
always found Jim Mitchell to have the 
interests of labor at heart. He has helped 
our union in several situations since he 
took the Labor Department job. I’m not 
one to say that there aren’t good people 
in the Eisenhower Cabinet. I think Mr. 
Mitchell is doing a fine job.” 
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SEAGRAM'S V.O. CANADIAN WHISKY—A BLEND... OF RARE SELECTED WHISKIES...6 YEARS OLD —86.8 PROOF. 
SEAGRAM'S ANCIENT BOTTLE DISTILLED DRY GIN. DISTILLED FROM AMERICAN GRAIN. 90 PROOF. SEAGRAM DISTILLERS COMPANY, NEW YORK, N. Y. 








If you really love trees and wild life... 
then let's get the facts straight on industry and natural rt 


As a conservationist Rayonier con- 
demns wasteful forestry practices, urges 
economic development and scientific 
use of public and private woodlands. 

We are frankly critical of national 
policies which permit trees to reach 
maturity, die, topple over and rot. This 
is now happening in many areas. 

In the Olympic National Park alone, 
millions of board feet of prime timber 
are needlessly lost each year—the un- 
witting result of laws enacted to satisfy 
ill-advised pressure groups in search of 
a “worthy cause.” 

Must these wasteful conditions 
prevail? 








As an enlightened conservationist 
Rayonier calls for preservation of our 
unique primeval rain forests and wild 
life sanctuaries. We support measures 
for opening them for nearby residents 
and the world’s tourists to enjoy. But 
today, one 896,000-acre park, for ex- 
ample, is practically impenetrable . . . 
does no one any good! 

This useless tieing-up of park lands 
has choked the economic growth of 
many communities; actually penalized 
citizens from realizing their economic 
heritage; made no contribution to wild 
life or people who love the woods. 

What is the answer? 
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Rayonier woodlands in the Northwest and 
Southeast are scientifically managed to produce 
wood as a perpetual crop for chemical cellulose. \ 
Experience shows these dynamic conservation y 
methods, while encouraging preservation of 
wild life, protect our national timber resources 
—assure greater abundance for future needs. 
Rayonier’s growth is not dependent on these 
public-owned lands. But in the interest of 
realistic conservation, sound economy and 
scientific forestry management, we propose that 
these unused excess timber regions be made 
available for industry to cultivate and har- 
vest under government supervision. Only then 
will the U.S. A. be best served by its replenish- 
able natural resources. 


RAYON IER 
Malad, chemitily 1NCORPORATED 


Executive and General Sales Offices: 161 East 42nd Street, New York 17, N.Y. 
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MOTOR CONTROL? * * * GET IT FIRST IN CUTLER-HAMMER 


Now industry's three-phase motors 


can have full three-phase protection 





For designers of machines 


and special control panels 


The unit panel construction of Cutler-Hammer 
* * * Motor Control makes it easy to incor- 
porate starters with three overload relays. 
Starters mount in place with only three screws, 
require no more space than starters with only 
two overload relays. NEMA Sizes O, 1 and 2 
starters and all parts thereof are now avail- 
able as components. Also a complete com- 
panion line of control relays with quickly 
interchangeable NC-NO contacts. Be sure 
you have the latest design data on this ad- 
vanced equipment. Write or wire today. 


with standard in-stock 
motor control! 


Many motor users have proved two overload re- 
lays are no longer adequate protection for three- 
phase motors. In fact, motor burn-outs have 
become so widespread that Section 4327 of the 
National Electrical Code was recently amended. 
The code now permits authorities to require three 
overload relays in three-phase motor control... 
and this provision is already being enforced in 
some areas. Many safety experts and power en- 
gineers say the time is not far off when three- 
phase motor control with less than three over- 
load relays will be unacceptable. 

The use of three overload relays is not new. 
Many industrials plagued by recurring motor 
burn-outs and the resulting intolerable operating 
interruptions have changed to three-relay con- 
trol. But such changeovers have been slow to 
effect and costly as no standard control was 
available with three overload relays. Special 
constructions and enclosures have always been 
required. 

The BIG news today is that this is no longer 
true. The new Cutler-Hammer % * * Motor 
Control offers three overload relays in all stand- 
ard starter constructions and enclosures. You 
pay only for the third relay, nothing additional 
for special engineering or manufacture. No 
extras. No delays. It is in stock at your nearby 
Cutler-Hammer Authorized Distributor. Orderit 
today and useit tomorrow. CUTLER-HAMMER, 
Inc., 1462 St. Paul Avenue, Milwaukee 1, Wis. 
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Production of manufacturers, still rising, 
has regained about half the ground 
lost in the 1953-54 recession. 

Factory output climbed to 131 on the 
indicator below in the week ended 
December 4. At that level it stood 
6 per cent above July, 1954, low 
point of the recession, and 6 per cent 
below July, 1953, peak of the boom. 

Auto production soared to 140,627 cars, 
highest in 72 weeks. December output 
seemed likely to approach 600,000 
cars, compared with 508,000 in 
November and 237,000 in October. 

Steel mills scheduled output at 81.5 
per cent of capacity in the week ended 
December 11, highest in a year— 
nearly a third above the August low. 

Television producers turned out 243,- 
700 sets in the week ended November 
19, a record high. Retailers sold 800,- 
000 sets in October, 29 per cent above 
October, 1953. 

Retail stores lifted their sales to a rate 
of 172.8 billions per year in November, 
up 2 per cent from October and only 
1 per cent below the peak of February, 
1953. Auto dealers, selling 1955-model 
cars, stimulated consumer spending. 

Rising payrolls are adding to purchas- 
ing power of workers. Average weekly 
pay in manufacturing jumped to a 
new high of $72.98 in November, 76 
cents above October and 62 cents 
above December, 1953, the previous 
record. 

The work week in manufacturing 
stretched out to 40.1 hours, highest in 
nearly a year. Shortening of hours 
early this year was an important cause 
of a decline in payrolls. 

Employment, seasonally adjusted, grew 
to 48,248,000 in November, the third 


LUS & MINUS 
Latest Indicators of Business Activity — 








straight monthly rise. That is the num- 
ber of nonfarm jobs on government 
and business payrolls. In manufactur- 
ing, auto plants added 80,000 workers; 
electrical machinery, 18,000; metals 
and metals products, 15,000. There 
was a favorable job trend also in ap- 
parel and leather industries. 
Construction, a prop to business activity 
in the recession, is playing a part now 
in the expansion. Value of new con- 
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struction reached a rate of 38.1 bil- 
lions per year in November, a record 
high, 8 per cent above a year ago. 
Inventory liquidation seems to be in its 
final stage. Business stocks tell to 77.5 
billions on November 1, down 300 mil- 
lions in a month, 4.5 billions below 





the 1953 peak. Manufacturers’ inven- 
tory rose 100 millions, the first gain 
in more than a year, Retail stocks fell 
400 millions, but most of this was in 
dealer stocks of autos, now on their 
Way up again. 

Investors, meanwhile, are bidding stock 
prices higher. Industrial stocks, meas- 
ured by the Dow-Jones average, are 
54 per cent above September, 1953. 
Trading volume on the New York 
Stock Exchange is at a four-year high. 

An investment of $100 in stocks, now 
that prices have risen so_ steeply, 
buys a much smaller share in cur- 
rent earnings and dividends of cor- 
porations than a few years ago. For 
$100, as the top chart shows, one 
may now buy $7.60 worth of earn- 
ings by industrial corporations, at the 
third-quarter rate. An investment of 
$100 in 1950 would have bought 
$14.60 in 1950 earnings. Yet the pres- 
ent rate is greater than the $7.10 
of 1946, the $6.80 of 1937, or the 
$6.10 of 1929. 

Dividends—the annual yield—on an in- 
vestment of $100 have dropped to 
$4.40 from $6.90 in 1949, as the chart 
shows. That is below the vield of 
1937, but above 1929 and 1946. 

Low bond yields strengthen the appeal 
of stocks. Industrial stocks now return 
about 40 per cent more than corpora- 
tion bonds. The yield in 1937 was only 
about 20 per cent more. In 1929, 
stocks yielded about 25 per cent less 
than bonds. 

Larger earnings lie ahead for manu- 
facturers in 1955. This prospect has 
sharpened public interest in stocks. 
The business trend will be watched 
closely by investors from now on. 
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TV Tower Soars 1572 feet into Oklahoma Sky 


This steel needle, rising from the gentle 
Oklahoma landscape “clear up to the 
sky,” is Station KWTV’s new tower at 

klahoma City. From the earth to the 
tip of its soaring antenna the tower 
measures 1572 feet. It is the tallest 
structure ever built by man.* 

To provide the bracing that supports 
the tower's weight of over 650 tons 


*How KWTV Tower compares with some other “‘tallest’’ 
Structures: 


KWTV Tower, 1572 ft. Empire State Bldg., 1472 ft. 
Chrysler Bldg., 1046 ft. Eiffel Tower, 984 ft. 
Tower at Thule A.F. Base, 1212 ft. 


and holds it against winds, the de- 
signers called for twenty-four guy cables 
made from Bethlehem strand. These 
cables, spanning a distance of 950 
feet, range from 1% to a husky 2 inches 
in diameter. They total more than five 
miles in length, and their aggregate 
weight is over 100 tons. 
Understandably, TV engineers pre- 


ferred to hedge a bit when it came to 
predicting the coverage of so unusual 
a tower. But aided both by its height 
and the level surrounding terrain, the 
new KWTV Tower is more than meet- 
ing the hopes of its owners, with fe- 
ports of excellent signal strength and 
reception coming in from many points 
between 100 and 200 miles away. 


BETHLEHEM STEEL 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Business expansion is due to go forward in 1955 at a fairly fast rate, but 
will be somewhat slower than the average for 1954. That is the finding of the 
Commerce Department and the Securities and Exchange Commission. 

Large investments, nevertheless, are still being planned, giving added 
assurance that business activity, generally, will hold high next year. Most 
important is the indication that business still is confident about the future. 

Business confidence, in fact, already is demonstrated. The outlay for 
new plant and equipment now being made is larger than was planned last August, 
when Government agencies made another survey. 











You can find a number of reasons why business is investment-minded. 
The improved profit outlook is a basic reason. Nearly all segments of 
industry count on higher earnings in 1955. 








Tax-law changes encourage investment. Costs of new plant and equipment can 
be written off more rapidly, for tax purposes, than formerly. : 

Growing depreciation reserves, aided in part by tax incentives, are im- 
portant. When firms have large reserves set aside, it is easier to persuade 
them to invest money for improvements. The financing problem is less difficult. 





Finally, there is the powerful incentive to improve efficiency. Business 
firms seem thoroughly convinced of the value of labor-Ssaving and cost-saving 
installations. This is a trend that actively promotes investment programs. 





Details of the Government survey show where expansion is centering. 

Producers of machinery plan to invest a little more in the first three 
months of next year than they spent in the same period of this year. 

Manufacturers of brick, cement, glass products also are setting their 
Sights a little higher than a year ago. 








Producers of transport equipment--planes, railroad cars, ships--plan to 
Start 1955 with higher investments than 1954. 
Auto-industry investments, however, are down from a year ago. 








Steel industry, along with other producers of primary metals, plans a 
considerably smaller volume of investment. Expansion in this field hit a high 
point in 1952 and has since been declining. 

Oil industry will invest more early next year than it did early in 1954. 

Manufacturing industries, in the aggregate, plan to put 2.5 billions into 
plant and equipment in the first three months of 1955. That compares with more 
than 2.9 billions in the closing months of 1954, and 2.6 billions early in 1954. 








Railroads intend to buy more equipment than they recently have bought. 
Electric utilities plan to continue their steady expansion, but operators 
of gas utilities are figuring on investing at a lower rate. 








(over) 


Written for the issue of December 17, 1954, Volume XXXVII—No. 25 
U.S. NEWS & WORLD REPORT 1 








TREND OF AMERICAN BUSINESS-- (Continued) 









Commercial investment in such things as stores, office buildings, hotels is 
This field has been expanding steadily. 





run ahead of a year ago. 









Total spending on plant and equipment is estimated officially to start 1955 
at an annual rate of 26 billion dollars. The actual outlay for 1954 is put at 
26.7 billion. The top was 1953, at 28.4 billion. 

Note the fact that plant investments have a stimulating effect in general 
















on business activity. They are fully equivalent to public-works projects. 






Investment programs of business are even more encouraging when you note 
that they continue to be high even after the vast. expansion touched off, with 







Government encouragement, by the Korean war. That part of the defense program 









is completed, but business growth still is being planned. 





Business upturn is reflected in official employment figures for November. 
Employment in trade and industry came close to 48.7 million in the month. 
That was a rise of 53,000 from October, without seasonal adjustment. 



















A November rise in the number of jobholders is unusual. 
Total employment outside of farms hit a high mark for the year. 
















Farm employment, however, fell from 7.2 million in October to 6.1 million 











in November. That's a larger decline than usual. Government officials explain 





that major harvests were completed more rapidly this year. 






Chief reason for the rise in nonfarm jobs was the increase in payrolls of 
That also led to more jobs among automobile suppliers. 





auto companies. 






Unemployment for November is reported officially at close to 2.9 million, 









up 152,000 from October. That increase is smaller than usual for the season. 






Duration of unemployment is found to be rather brief. The Government says 
that people who find new jobs about equal the number who lose jobs. In a word, 












turnover among the jobless is rather high. 









Number of people without jobs for a long period--15 weeks or more-~is esti- 
mated officially at only 700,000. Last summer the size of this group was 







estimated at 800,000. There has been some improvement. 














The important basic industries of steel, automobiles, construction are 
continuing to show signs of strength. 

Steel output for 1955 is forecast by the industry at 105 million tons. 
Output for this year is expected to wind up at 88 million ingot tons. 

Auto production for the first three months of 1955 is expected to top 1.9 
million cars. That will beat the record of July-September, 1950. 

Construction next year is estimated officially to top even this year's 
record. Building activity this year is running 5 per cent ahead of 1953. 

There is little doubt that the early months of 1955 will see American 
business in a definite uptrend. 






























The headache of surpluses in dairy products seems to be responding to 
treatment. Department of Agriculture reports that in November, sales of butter, 
cheese and dry milk came close to 280 million pounds. 
Purchases under the support program were held down to 10 million pounds. 
Major outlet for surplus dairy products is found in operations for foreign 
relief, through public and private welfare agencies. 
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| 5 Reasons Why 


OUTSTATE MICHIGAN 
fits industry like a Glove 














It’s in the heart 
of the rich 
Midwest market 











Both labor and 
management 
have know-how 








Raw and semi- 
processed materials 
are abundant 


Transportation is 
excellent by rail, 
water or truck 


It has the greatest 
fresh water supply 
in the world 





You’d need the fingers of two hands to count off Outstate 

Michigan’s outstanding advantages. It has 400 friendly com- 

munities ranging in population from 200 to 200,000. It has un- 

It takes a specific surpassed educational and cultural opportunities. Its woods and 
oe waters and bracing climate make it the perfect place for work 


proper facilities 


P eee vou wee or play 12 months a year. 
rite us 
YOUR REQUIREMENTS 


Mr. Manufacturer! Ask now for the facts about 
how Outstate Michigan fits your industry 


inoustwins pevacrnent cert, CONSUMERS POWER COMPANY. 


JACKSON, MICHIGAN 

















This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these 
securities. The offering is made only by the Prospectus. This is published on behalf of only 
such of the undersigned as are registered dealers in securities in the respective States. 


New Issue 


$125,000,000 


Tennessee Gas Transmission Company 
First Mortgage Pipe Line Bonds, 342% Series due 1975 


Dated December 1, 1954 


Price 101.44% 


and interest accrued from December 1, 1954 to date of delivery 


Copies of the Prospectus may be obtained from any of the under- 
signed who are qualified to act as dealers in the respective States. 
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your 
company 
advertise? 


If what you make or sell 
is bought by important 
people in business, indus- 
try, or the professions—or 
their families—ask your 
advertising agency to get 
the facts on “U.S. News & 
World Report,” and its 
more than 700,000 net 
paid circulation concen- 
trated heavily among 
high-income people of 
importance. 











[ News - Lines 


What you as a businessman 
CAN and CANNOT do 
as a result of federal court 
and administrative decisions: 





IMPORTS. You can find out from the 

Internal Revenue Service about pro- 
posed new regulations on importation of 
distilled spirits, beer and wine. Sugges- 
tions about the proposed rules, which 
probably will go into effect early in 1955, 
may be sent to the Commissioner of 
Internal Revenue, Washington 25, D.C. 


* * x 


PRICE DISCRIMINATION. You can 

bring a suit against a competitor for 
triple damages under the Robinson-Pat- 
man Act even though your business is 
strictly local. The Supreme Court holds 
that the purely local nature of a baker’s 
operations does not deprive him of the 
right to bring such a suit against an in- 
terstate competitor that lowered its 
bread prices below cost only in the town 
where the baker operated. 


* * * 


ARBITRATION. You can get infor- 

mation from the Federal Mediation 
and Conciliation Service about its arbi- 
tration policies, functions and procedures. 
Discussions of these matters are brought 
together in a single pamphlet by the 
agency. The document, among other 
things, explains the services offered to 
parties in labor disputes who wish to ar- 
bitrate their differences. 


* * * 


GOVERNMENT CONTRACTS. You 
can perhaps have a better chance of 
getting a negotiated Government con- 
tract if your plant is not located in a 
crowded city area. The armed services 
procurement regulations are amended 
so that contracting officers, in awarding 
negotiated contracts, can take into con- 
sideration the location of a contractor's 
business in a “dispersed” area. 


* * ” 


T] TAFT-HARTLEY ACT. You can make 

a comparison for your employes of 
the benefits offered in your plant with 
those offered in a unionized plant. The 
National Labor Relations Board finds 
that this is not a violation of the Taft- 
Hartley law. » 


~ * * 


GIFT TAX. You can make a donation 
to a foundation that is organized for 
charitable purposes without paying a gift 
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tax, even though part of the earnings of 
the foundation are used to pay the salary 
‘and expenses of a social-welfare associa- 
tion’s executive secretary. The Commis- 
sioner of Internal Revenue announces 
that he acquiesces in this ruling of the 
Tax Court. 


* * * 


POULTRY. You can express your 

views to the Department of Agri- 
culture on proposals now being consider- 
ed for a new voluntary inspection and 
grading program for poultry. Persons in- 
terested in the plan are given till Janu- 


“ary 8 to send comments to the Depart- 


~~ 


YW 





ment’s Poultry Division, Washington 25, 
D.C. 


* + * 


TRUCKS. You cannot, as operator of 

an interstate truck, licensed by the 
Interstate Commerce Commission, be de- 
nied use of a State’s highways as punish- 
ment for violation of highway regulations. 
The Supreme Court rules that a State 
cannot take such action even though 
it can regulate weight and load distribu- 
tion of interstate trucks. 


7 * . 


COLLECTIVE BARGAINING. You 

cannot, as an employer, refuse to ne- 
gotiate with the certified bargaining un- 
ion for your employes just because the 
union loses a majority of its members 
shortly after a plant election. The Su- 
preme Court holds that it is up to the 
Labor Board, and not the employer, to 
say whether bargaining should continue 
under these circumstances. 


* * * 


DONATIONS. You cannot, for gift 

tax purposes, figure the date of your 
donation of endorsed stock certificates 
as any time except when you deliver the 
certificates to the recipient. The Internal 
Revenue Service rules that the date on 
which the stock is delivered must be used 
in figuring the fair market value of the 
gift even though the transfer is not re- 
“agg on the corporation’s books until 
ter, 


* * * 


EXPORTS. You cannot ship iron and 

steel scrap abroad in the first quarter 
of 1955 without obtaining a license from 
the Department of Commerce. The De- 
partment lays down the rules for licens- 
ing of these exports during the first three 
months of next year. 





Conclusions expressed in these paragraphs 
ae based upon decisions and rulings of 
Courts and Government bureaus. In making 

decisions, courts and bureaus consider 

facts which, for reasons of space, can- 
set forth in detail. U. S. News & 
ORLD REpoRT, on written request, will 
tefer interested readers to sources of this 
material. 


not 
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f Wondertul things happen 


to your office 


See the extra working room 
you get, with the same floor 
space! Enjoy the beauty of 
furniture Sunshine Styled in 
nature’s most pleasing colors. : 
| — Reap the dollars and “sense” 
benefits of having happier, 
more efficient employees. And 
remember—with Steelcase, 
your first cost is your only 
cost. No wonder Steelcase has 
been chosen by America’s 
fine companies, for over 

forty years. 

FREE... .“Sunshine Styling” 
Most colorful office 


furniture brochure ever 
created! Write us, Dept. H, 
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STEE LCASE 


when you buy 





_ or ask your authorized 
“ Steelcase dealer. 
STEELCASE INC erano rarips. micnican 
q WHENEVER YOU WANT TO: MAKE A GOOD OFFICE... A LITTLE BETTER — 
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IOWA DEVELOPM 


466 Central National Building, Des Moines 9, lowa 


Mister, doesn’t that mean 


Jobs! 


Yes, this young fellow will be a fine work- 
man some day! 

The industrialist who has a plant in lowa 
gets first choice of some of the finest labor 
material in the nation! lowans are, by en- 
vironment and nature, suited to manufactur- 
ing. The farm youngster grows up familiar 
with highly mechanized operations. This fa- 
miliarity persists in his town cousin. There’s a 
wealth of fine labor available in lowa. 


Abundant Labor Supply. For years lowa 
has been a surplus labor producing area. Our 
most important product is our people: intel- 
ligent, happy, ingenious, well-educated, and 
contented people. Then industries which have 
located in lowa have discovered that these 
fine workmen respect a good day’s work, thus 
high productivity per employee results. 

lowa Wants Industry. lowa wants more in- 
dustries ‘to offer greater employment oppor- 
tunities for its people. Wise industrialists know 
that there’s space to grow in lowa. . . to ex- 
pand. Living conditions are among the na- 
tion’s highest. There’s no congestion or lost 
time commuting to and from work ... no 
overcrowding. Locate where you like, in a labor 
market where you'll be liked . . . in lowa. 


Send for your copy of “Industry’s Road to 
Opportunity.” WRITE TODAY. 


ENT COMMISSION 
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ATOMS IN HOMES: HOW SOON? 
- a 
Not for 25 Years, Says Scientist-Oilman 
Just what are the practical prospects now This informed view of the atom in industry 
for atomic energy as commercial power? 10 to 25 years from now is given by Robert | 
Here is a down-to-earth appraisal, by an __E. Wilson, head of one of the nation’s major 
authority in the U.S. fuel industry, of the real oil companies and a research chemist who has s 
prospects for atomic generators, atomic loco- followed atomic developments for years. In | 
motives, atomic ships, atomic automobiles and World War | he directed research for the ( 
trucks, atomic space heaters, other widely dis- Chemical Warfare Service, later taught at 
cussed innovations. Massachusetts Institute of Technology. : 
i 
ee ee ( 
( 
by Robert E. Wilson 
Chairman of the Board, Standard Oil Company (Indiana) i 
n 
In the past half century of amazing development and in the early days of rosy optimism, as it has fully solved of ] 
change in this country, one of the most dramatic shifts has the problems then recognized. That is not surprising be- ‘Jp 
been in the sources that supply our expanding needs for ener- cause the military aspects of atomic energy have necessarily s 
gy. At the turn of the century the statistical information was had priority during the hectic years since the war, and 7 
none too accurate, but best estimates are that the burning of the research achievements in that area have been truly b 
coal provided about 70 per cent of the energy supply of amazing. } d 
the nation. The burning of wood provided about 20 per cent. Power generation has been largely an incidental by-product tl 
The remaining 10 per cent of the energy market was divided of this great program. If anyone claims that the new Atomic u 
between oil, gas and water power. Energy Act turns over to private industry a bonanza in the 
By the end of World War I, oil and gas had grown to about form of already-solved technical and economic problems and n 
15 per cent of the total. Today they supply close to 60 per an assured profit, either he does not know the facts or he is lc 
cent of the country’s energy. Coal’s percentage has faded an arrant demagogue. Any private investment in commercial tt 
and wood has been almost eliminated. Although we have atomic-power generation in the near future will have to be fy 
a larger population than in 1918 and use much more inspired more by public-service motives than by any reason- D 
energy per capita, the country’s coal tonnage has actually able expectation of substantial profit. rn 
decreased. In discussing the probable rate of development of the com- at 
Now we are entering what is widely heralded as the mercial use of atomic energy, I should define what I mean by o0 
Atomic Age. The release of atomic energy is probably the commercial use. de 
outstanding scientific achievement of the century. People are Basically, I mean production of power at costs, including 
naturally asking whether atomic energy will in the next few depreciation, which are competitive with power from conven- th 
decades do to oil what oi] and natural gas have done to coal tional fuels, and without direct or indirect subsidy from the w 
and wood, What, if any, threat does the new challenger Government. I use this criterion because it is hard enough to a 
pose to the reigning champion? appraise the complicated economic factors that will affect the th 
In trying to appraise the probable impact on our industry, outcome, without trying to take into account the unpredicta- an 
I shall disregard the views of a few incurable optimists, ble political and other factors that might lead to all sorts of wi 
who focused their attention only on the enormous power open or concealed subsidies. Most of those, both in Govern- hi 
theoretically obtainable from a pound of uranium and were ment and industry, who predict early commercial develop- pa 
sure, way back in 1945, that atomic energy would soon be ments by private enterprise, are assuming such subsidies. In 
producing large quantities of power. I shall also disregard some cases, especially in some of the underdeveloped, power- iS 
the views of the pessimists, who feel we many never solve hungry countries of the world, subsidies may well be justified, ha 
the serious problems that still prevent the economical pro- but they nevertheless are subsidies. fe 
duction of atomic power for commercial purposes. For- Specifically, I consider that, to qualify as unsubsidized, a ne 
tunately, there is today a great body of fact and informed commercial power development: lie 
opinion which gives one a well-established base between 1. Should pay for its uranium (or other fissionable ma- wi 
these two extremes. terial) either by outright purchase or on a rental basis that 
I yield to no one in my admiration for the research done fully covers at least the average going cost to the Govern- « 
in Government, university and industrial laboratories on the ment. (The Government now pays widely different prices to (th 
many problems involved in producing power from atomic different producers, depending largely on. their costs.) ) i 
fuels. However, I think it is fair to say that this research 2. Should get no Government-guaranteed price for by- the 
has uncovered almost as many new problems, unsuspected product plutonium. Although the Government is now produc- 
U. 
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ing plutonium at high cost for weapons, the time is likely to 
come before long when the armed forces will have no real 
need for additional plutonium, at least beyond the AEC’s 
production. The plutonium would, of course, have value 
for generating power, but to evaluate that fairly the plant 
should pay the cost of separating and recovering its by- 
product plutonium, and use it up in its own power-generat- 
ing operations. 

3. Should be set up on the basis of financing at commercial 
rates, paying the usual taxes and making a reasonable profit. 
Since capital costs and obsolescence will be substantially high- 
er than for conventional power plants, these factors are highly 
important in determining whether or not a nuclear plant is 
competitive. 

4. Should provide a plant location, satety devices, shield- 
ing equipment and provisions for waste disposal substantially 
as safe as those of the existing atomic 
piles. While this factor of safety is 
costly, and may well be higher than 
needed, as a practical matter it will 
probably be many years before any 
political subdivision would feel that 
it could permit substantial relaxation 
of present precautions. 

Defining commercial power pro- 
duction in this way, I believe most 
experts will agree that: 

1. There will be few, if any, atom- 
ic power plants built for purely com- 
mercial purposes in this country within 
10 years. These would be only at 
points remote from conventional fuel 
supplies, and with high load factors. 
The Shippingport plant, near Pitts- 
burgh, does not qualify under my 
definition of a commercial plant, since 
the Government is justifiably paying 
well over half of the total cost. 

2. Between 10 and 25 years from 
now (depending partly on techno- 
logical developments and partly on 
the trend of prices of competitive 
fuels), a moderate but increasing pro- 
portion of the larger commercial 
power plants may be built to utilize 
atomic fuel. No existing plant of rea- 
sonable efficiency would be shut 
down or converted to atomic fuel . . . 

.. + While I both expect and hope 
that the price of oil and natural gas 
will increase enough in the next 25 years to make atomic 
energy more competitive, I believe the price of coal will be 
the principal determinant, If oil and gas do go up, I am 
confident that John L. Lewis and his successors will combine 
with economics to make sure that coal does not lag far be- 
hind! As a matter of fact, there is a real world shortage of 
coal today outside of the United States. 

If the foregoing is even close to a fair appraisal of the 
outlook for commercial atomic power, what impact would it 
have on [the oil] industry? To summarize my opinion in a 
few words, I believe the impact on our industry will be 
negligible over the next 20 or 25 years. Beyond that, I be- 
lieve we will welcome its aid in helping to take care of the 
country’s rapidly growing needs for power. 

To understand the reasons for this opinion, let’s analyze 
more in detail how such power developments might affect 
[the oil] industry even if speeded up somewhat by subsidies. 
In the first place, heavy residual fuel oil would be almost 
the only oil product affected . . . 
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. . . Residual fuel is a relatively small part of our business. 
While the total volume has trended slowly upward, the per- 
centage has become smaller and smaller. Over the past eight 
postwar years, our over-all consumption of heavy fuel has 
gone down from 28 per cent to 22 per cent of the volume of 
domestic-refinery runs . . . 

. . The total amount of residual fuel used for power 
generation in the United States in 1953 represented only 3.3 
per cent of the total volume of crude run, and here again 
the percentage would be even smaller if expressed in 
dollars. 

. . » Even if we lost our central large power-plant business 
entirely during the next 25 years, we would hardly notice it; 
in fact, we might well lose it to coal long before that, and no 
tears would be shed. Certainly long before we seriously con- 
sider making motor fuel from coal we will be burning more 
coal in power plants and converting 
the residual fuel into gasoline, at 
much lower cost than we can make 
it from coal, 

So o 2 

Natural gas, also, is used to make 
electricity . .. While the use of natural 
gas for power generation has been in- 
creasing, it now accounts for only 
about 18 per cent of the country’s to- 
tal fuel for electric power. Outside of 
the gas-producing areas it is used to- 
day largely because it is available as 
“dump” gas at low prices during the 
warmer seasons when the big gas pipe- 
lines from the producing areas would 
otherwise be operating far below ca- 
pacity. The availability of dump gas 
at such low prices will tend to de- 
crease as the older supply contracts 
expire and more underground storage 
for gas is put into service near con- 
suming centers. 

These facilities will make it possi- 
ble to keep the long pipelines run- 
ning nearly full the year round, but 
storing the excess during the summet 
in order to have it available for house- 
hold consumption at higher prices. 
The use of natural gas for making 
electricity can be expected to de- 
crease whether or not atomic energy 
begins to compete, and again no tears 
will be shed by the gas producer over 
losing this very low-priced market, 

What about fuel oil for ships, which today take about 20 
per cent of our residual fuel oil? While some submarines and 
possibly other special naval vessels will be atomic powered 
for war service, I believe that the comparatively high first 
cost of atomic power plants of moderate size, and the 
hazards involved, will make their use on commercial ships 
develop even more slowly than in large central power plants. 
But again, if we should lose the fuel-oil business of some of 
the larger new ships after 20 years or so—what of it? 

How about atomic fuel for locomotives, or for cars, buses 
and trucks?’. . . The only use in land transportation I have 
heard seriously discussed as even a remote possibility is in 
a large locomotive; but even if this should prove to be 
both safe and economical in normal service (which I seri- 
ously doubt), can you imagine either the railroads or the 
regulatory authorities being willing to risk a possible 
wreck of an atomic engine in one of our large cities? I 
realize that a theoretically safe “package” might be designed, 
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but I think psychological factors would bar it for many, 
many years. 

For cars, trucks or buses the idea is fantastic. Even sup- 
posing people could afford the minimum conceivable cost 
of tens of thousands of dollars for an atomic engine, we would 
have to have at least a 3-foot concrete dashboard to protect 
the passengers from dangerous radiations, and front fenders 
3 feet thick to protect the passers-by. For commercial planes, 
too, the shielding problems seem to constitute an almost in- 
superable bar, though the greater distance of the pilot from 
the power plant would help some. 

o 2 oe 

In discussing the impact of atomic energy on the auto- 
mobile business, we can rule out engines using atomic fuel, 
but there are other possibilities we ought to consider. Might 
not cheap electricity from atomic power plants be used to 
charge some new kind of highly efficient storage batteries 
for electric automobiles? 

In the first place, even if atomic power plants do be- 
come commercially competitive, there is very little likeli- 
hood that the power will be cheap by present standards; 
in the second place, further radical improvements in storage 
batteries do not appear to be in sight despite many years of 
research. Furthermore, even solving these pr »blems would 
probably not affect the gasoline business very much. 


ENERGY COSTS: A COMPARISON 


Let’s review some facts about automobiles. One important 
point is that gasoline is a relatively small part of the cost 
of driving a car. On the average, gasoline accounts for less 
than one quarter of the total cost of the transportation. If 
we base our calculations on the price of gasoline (ex tax) at 
the refinery gate, we find that the fuel cost of the energy 
represents only about one eighth of the total cost. Any com- 
peting source of mobile energy will have a hard time beating 
such figures. While the refinery price figure omits the rel- 
atively large factors of gasoline taxes and distribution costs, 
the latter would certainly not be less for storage-battery 
charging and distribution, and you can be sure that the 
governmental bodies would not long neglect to tax the 
competition if it became important. 

Incidentally, gasoline prices, ex taxes, are about the same 
as they were in 1926, whereas automobiles cost over twice 
as much. They are, to be sure, greatly improved, but so is 
modern gasoline which, thanks largely to improved antiknock 
rating, will do 60 per cent more useful work per gallon in a 
modern high-compression engine. 

Another important point is that the gasoline engine is a 
very low-cost engine. In a small car costing around $2,000, 
the engine represents only $300 of that total. The designer of 
a competitive type of engine or motor does not have much 
money to play with. 

Most important of all, however, the buyer of gasoline is 
not looking primarily for cheap B.t.u.’s. Instead, he demands 
in his car things like fast acceleration, agility in traffic, driv- 
ing comfort and the other qualities that come under the gen- 
eral heading of “performance.” 

The electric car lost out once in the competition with 
the gasoline car when gasoline engines were far less efficient 
and power requirements far lower. Atomic energy seems un- 
likely to put it back in the race. 

Sod o 2 

After the various transportation uses, the next most im- 
portant use of oil products is in space heating. Is there any 
chance that atomic energy will replace our distillate fuels, 
used mainly in home heating? In this field, the customer 
comes much closer to shopping for mere B.t.u.’s than when 
he buys gasoline. 
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Atomic energy for such uses seems to be ruled out by its 
usual handicaps: the need for heavy shielding, the problem 
of handling radioactive wastes and the high cost of the 
equipment. The high equipment cost is pointed up by 
the estimates made in connection with the Army Pack- 
age Power Reactor, designed to generate 1,700 kilowatts. 
[Estimates of probable cost are as low as 5 million dol- 
lars.] Even this figure, however, would be 10 times the 
cost of an equivalent diesel unit. For generating electric 
power or for: producing heat, atomic energy would seem 
to be attractive only in locations like Northern Greenland, 
where diesel fuel may cost a dollar a gallon instead of the 
normal 12 or 13 cents. 

In other remote locations, particularly where the climate 
is not too cold, electricity from atoms might prove economical 
for driving heat pumps. These are the devices that take low- 
level heat from outdoors and convert it to the higher-level 
heat needed indoors. It is possible that some day the heat 
pump will become a substantial competitor of the oil industry 
in certain areas. But if it does, it will for many years use 
electricity generated from coal rather than from atomic 
energy. 

o = = 

Thus far, I have been discussing primarily the outlook for 
the next 25 years. Beyond that time, any predictions are 
bound to involve more and more uncertainty, not only be- 
cause of unforeseen developments in the utilization of atomic 
energy, but because of uncertainties regarding the rate of 
discovery of oil in the more distant furture. It is true that, 
as oil gets harder to find, the long-time trend of petroleum 
costs and prices is upward and likely to continue that way; 
whereas the trend of atomic power costs is downward and 
should continue that way for at least the next two decades. 
The two curves will presumably meet sometime, but ap- 
parently well into the future. 

However, the country’s needs for energy are expanding so 
rapidly (certainly more than doubling in the next 25 years) 
that the ultimate problem is not what fuel is going to be 
crowded out, but what can come along to help carry the 
rapidly growing load. 


THE FUTURE FOR OIL 


Petroleum’s present advantage in most of its fields of 
usefulness is so large that only a very major increase in price 
could prevent it from having all the business it will be able 
to handle far beyond the next 25 years. It is much more 
certain that we will find early use for all the petroleum we 
discover in this country than it is for uranium—our weapons 
requirements will certainly decline and breeder reactors will 
sharply reduce prospective uranium requirements for gener- 
ating a given amount of power. 

Barring a world cataclysm, world population in the next 
century is almost certain to increase by threefold and its 
power requirements at least tenfold. With this outlook I, 
for one, welcome atomic energy with open arms. For the 
long pull it will be, not a competitor, but a burden-sharer; 
and its ultimate availability should still the recurrent cry that 
we are running out of oil and that the Government should 
therefore take us over. 

Atomic energy today needs both industrial and govern- 
mental help. The oil industry has proven. rather conclusive- 
ly that it can do a highly efficient job as a private enter- 
prise. The availability of atomic energy should help us keep 
it that way, and is therefore doubly welcome. 


The foregoing is from a presentation at the Atomic Energy 
Conference of the National Industrial Conference Board, 
New York City, Oct. 14, 1954. 
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ESSEN ¢ BUENOS AIRES ¢ NEW YORK 


>> Krupp, most-feared name in German industry, is emerging as the spearhead of 
the German drive for export markets and industrial toe holds overseas. 

Krupp methods produce results. Krupp salesmen don't sell just Krupp 
products, such as machinery, locomotives and fabricated steel. 

They sell long-term financing and even investment partnerships. 














They sell technical services--the use of Krupp engineers--to customers. 

And these salesmen are in no hurry to close a deal. With German thorough- 
ness, they often take six months or a year to tie something down. 

Result is a rebirth of the Krupp empire, concentrated much less in Germany 
than before the war--with satellites springing up in country after country. 








»> Alfred Krupp, head of the family, was ordered by Allied occupation authori- 
ties to sell his iron and coal mines in Western Germany and never again to 
acquire control of any basic steel, iron or coal industry there. 

But Krupp interests still control steel-fabricating and finishing plants, 
Shipbuilding yards, machinery, locomotive and truck factories in West Germany. 

And these are the bases of the rebuilding of the House of Krupp. 

Steel plant under construction in India uses Krupp steel and equipment, 
Krupp technicians, and Krupp buys part of the company. Similar investment deal 
has just been made with Pakistan on a steel mill. Krupp also is putting up a 
new steelworks in Egypt. Krupp negotiators are discussing with the Perén Govern- 
ment the buying of a share of the projected Argentine steel industry. 

Iron-ore deposits in the big Labrador field in Canada and also in Brazil 
are being looked over by Krupp geologists. 











In Greece, Krupp, through liberal financing arrangements, has got contracts 
to put up a nickel plant, a fertilizer plant and a power plant. 

In Yugoslavia, it is reported that Krupp engineers are helping to rebuild 
most of the heavy industry in the country. 

In Turkey, Krupp is putting up a huge suspension bridge. 

In Egypt, Krupp is selling locomotives and will share in the new dam work 
on the Nile, besides being involved in the building of the steel plant. 

In the Sudan, the Government has just been convinced that Krupp should par- 
ticipate in railway development, irrigation and mining projects. 

In Bolivia, mining-equipment contracts are about to be Signed. 

In Argentina, Krupp is negotiating to build a locomotive factory to be 
financed by Krupp and Argentine capital. 














In Canada, Krupp owns part of the stock of a crane-manufacturing company, 
which it helped to set up in business. Krupp is eying other Canadian ventures. 
The House of Krupp seems to regard its export-sales department as the thin 
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BUSINESS AROUND THE WORLD-- (Continued) 


edge of the wedge for expanding investments. Krupp always is looking around 
for “likely situations" to invest in. Some other German firms show a similar 
interest but not quite the same boldness and geographic sweep as Krupp. 


>> Argentine drive to attract foreign capital is getting results. 

Argentine investment law, passed last year, guarantees foreign investors 
in new enterprises the right, after two years in business, to remit up to 8 per 
cent of their invested capital, and, after 10 years, the right to repatriate 
their capital by easy stages. The Government must approve the type of investment. 

A number of German, French and Italian firms, as a result of the new law, 
have already, or will shortly, set up plants in Argentina. 

American businessmen in swarms have talked over all kinds of propositions 
with the Perén Government this year. Few have reached the actual contract stage. 

One such is Henry J. Kaiser, who is to manufacture cars, jeeps and trucks 
in Argentina in partnership with the Perén Government and Argentine investors. 

Floyd Odlum, president of Atlas Corporation, said recently that he is in 
the final stages of making a deal with Perén covering development of Argentine 
oil fields, building of a pipeline, and several other matters. 

Many prospective American investors are wary of the Perén Government. A 
simple decree could scuttle the new investment law. Also, they remember the 
past experience of American and other foreign investors in Argentina. Getting 
out profits (on old investments) in the form of dollars is virtually impossible. 

New law doesn't mention what treatment is to be given foreign capital 
already established there nor whether any remittances are to be allowed on 
profits now blocked in Argentina. For years the Perén Government has avoided 
coming to grips on a settlement of this problem. 




















>> U.S.-owned companies in Argentina are worth about 350 million dollars. 
Most of them have been there a long time, but they aren't happy now. 

Getting dollars for essential imports is one big trouble these companies 
are having. Big truck and farm-machinery company, with a nation-wide dealer 
setup, finds it difficult to import enough parts to service equipment already in 
customers’ hands, let alone bring in new equipment for sale. 

U.S. automobile companies there are in the same fix. Their assembly 
plants rarely turn out automobiles; some are diverted to other uses. German 
company (Mercedes-Benz), working closely with high Government officials in 
Buenos Aires, has been getting much of the new-car business. 

Public utilities, now nationalized, were owned, in some cases, by American 
companies which are still waiting for payment for their seized properties. 

This background indicates why some U.S. investors go slow on Argentina. 











>> The Argentines are suddenly being favored with a large flow of Russian goods. 
Trade agreement between the two countries had produced lopsided trade (mostly 
Argentine shipments) until a few months ago. 
Russians bestirred themselves only after a cutback in Argentine exports. 
Now the Soviets are shipping pig iron, steel sheets and plates, special 
steels, machinery and motors, quantities of rails, considerable amounts of coal 
and oil, also oil-well equipment. Argentines need these things and also are 
glad to have trade accounts balanced with Russia, after earlier uncertainties. 
Russians, thus, get a double dividend of good will by their delays. 
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Highway or playroom...trucks must be trucks 


Children (and, let’s admit it, their parents), want toys that 
are realistic. And what better way to achieve reality if you're 
building model trucks than to employ the same techniques 
and materials used in the giant originals? One prominent 
toy manufacturer with this problem came to Harvey Alu- 
minum, makers of aluminum extrusions that have already 
profoundly changed highway truck and trailer construction. 

You can see above how this partnership resulted in a 
recognizably better toy. The custom-designed Harvey Alu- 
minum extrusion, from the same giant presses that form ac- 


MAKING THE MOST OF ALUMINUM...FOR EVERYONE 


tual truck and trailer components, looks real because it is 
real. Appealing to the children? Yes, but even more appeal- 
ing to the manufacturer, because the entire truck body side 
is formed by one simple bending operation. Going from 20- 
ton highway trailers to an 18” scale model is an example of 
the flexibility of Harvey’s 40 years of practical imagination. 
A Harvey Field Engineer will be glad to show you how this 
imagination, backed by the world’s largest independent 
aluminum extrusion facility, can work to give you the double 
benefit of a product easier to make, easier to sell. Write to us. 


Real trucks and trailers are made 
stronger, more durable, more profita- 
ble wich Harvey Aluminum Extrusions. 
Send for our latest brochure “Alumi- 
num Extrusions’ It shows how you can 
use this cost and labor-saving material 
in your own products. 


HARVEY ALUMINUM SALES, INC., TORRANCE, CALIFORNIA * BRANCH OFFICES IN PRINCIPAL CITIES 


An independent producer of aluminum extrusions in all alloys and all sizes: 


special extrusions, press forgings, bar stock, forging stock, tubes, impact extrusions, aluminum screw machine products and related products. 








Finance Week 











WHAT'S COMING IN MONEY 


Government officials have just 
tipped their hands on plans for 
handling highly important and 
troublesome money matters. 

For businessmen, investors, 
others, the way is cleared for 
planning the future. 

For one thing, the budget is 
not to be balanced at the expense 
of defense. Nor is the rise in busi- 
ness and the stock market to be 
stemmed now by officials. 


You now can get a pretty clear idea 
of what to expect from Government in 
the way of action on money, budget, 
debt, taxes and the stock market. 

Here is what official pronouncements, 
just issued, show: 

e Deficit financing is to continue. A 
4.7-billion-dollar deficit in this year, end- 
ing next June 30, is to be followed by a 
deficit of at least 3 billions in the year 
ending June 30, 1956. 

e There is to be more of the “easy” 
money era. At Jeast for a time, Govern- 
ment is to take no chances on undercut- 
ting the business recovery, is to keep 
banks pumped full of money for lending. 

© Prospect for major tax cuts is pretty 
dim. Even the reductions in excises, and 
in the corporation income tax—already 
on the books—are given much less than 
an even chance of going through. 

e@ Stock-market boom is not to be 
checked by official action. Attitude is 
that neither the market rise nor the fac- 
tors causing it are unhealthy or abnor- 
mal. 

That’s the bare outline of plans and 
policies just disclosed. You get some of 
the details, in the box on this page, from 
the words of the Administration’s money 
chief, Secretary of the Treasury George 
M. Humphrey. To chart your own busi- 
ness or personal affairs, you'll need more 
of the details on these plans that will af- 
fect your income and taxes, your oppor- 
tunities for investment, the interest rates 
you will pay on loans and just about 
everything else. 

Still no budget balance. Hope has 
been abandoned for a balanced budget 
during Mr. Eisenhower's four-year term. 
Mr. Humphrey, in fact, only “hopes” to 
be able to hold the deficit down to 
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Secretary Humphrey— 
On the Stock Market 


Q: Mr. Secretary, could you 
give us your analysis of the stock- 
market rise and whether in your 
judgment any corrective meas- 
ures are necessary by the Gov- 
ernment? 

Secretary Humphrey: I will 
answer the last part of it first. 
There is nothing that I know of 
at the present time that I think 
the Government should do. I 
don’t know anything that it could 
appropriately do at this time. 
Now, as to the reason for it and 
the effect of it and whether it 
is good or bad, I just can’t tell 
you. I gave up as a very young 
man trying to figure out the 
stock market, and I have never 
tried to beat it since. I found 
I couldn’t, long ago, and I have 


never tried to figure it out. I just 


don’t know. 


On the Budget 


Secretary Humphrey: I don’t 
believe that we can balance our 
budget this coming year. 

Q: Can you give us any idea 
how large the deficit might be? 

Secretary Humphrey: I can't. 
We haven’t got our figures to- 
gether. Last year our deficit was 
approximately 3 billion dollars. 
We are striving to improve that 
situation. Whether we will be able 
to or not we just can’t tell, because 
we haven't figures enough to tell. 


Excerpts from Secretary Hum- 
phrey’s press conference of Dec. 
6, 1954. 








Low Interest . . . High Taxes . . . More Deficits 


around 8 billions in the year ending 
June 30, 1956. It could be more. 

The trouble is largely on the spending 
side of the budget. At this particular 
point in history, no one—in or out of 
the Administration—has devised a way 
to avoid all of these four evils at the 
same time: A weakening of the nation’s 
defenses, a crippling of major peacetime 
programs, a budget deficit and a big in- 
crease in taxes. 

Mr. Eisenhower's expert carvers have 
been busy for nearly two years trimming 
fat out of the federal budget. But the fat 
is harder and harder to get off without 
some pain—the carvers already have 
laid bare some sensitive political nerves. 

The President is to get some help on 
the income side. As business recovers and 
employment rises, incomes grow and tax 
collections increase. 

Defense spending, though, is enter- 
ing a new phase. Until recently, defense 
outlays had been held back by a near 
shutdown while a “new look” was taken 
at defense plans. That phase is over. 
New buying orders have been on the rise 
for months. Result will be a rising trend 
of deliveries and expenditures. 

New, and costly, programs, moreover, 
are under study—projects involving heavy 
spending on U.S. continental defense 
and on aid to Asia. And some nondefense 
programs, Mr. Humphrey notes, may 
require more funds. 

Result, as Mr. Humphrey sees it: No 
chance of a budget balance soon. 

Big tax relief fades. The same trends 
that are throwing the budget out of kilter 
are quenching hopes for further major 
tax relief. Treasury officials give every 
indication that the Administration in- 
tends to ask a further postponement of 
cuts in the corporation income tax and 
in wartime excises. 

The top corporation rate—set in law 
to drop next April 1 to 47 rer cent- 
will be held at 52 per cer<, or only 
slightly less, if the Administration has its 
way. And relief from excises on a variety 
of items will be withheld until the 
budget improves. 

Tax relief of a specialized sort, though, 
is almost sure to be proposed by Mr. 
Eisenhower. The President has all but 
promised some easing of the tax on cap- 
ital gains and some tax exemption for 
self-employed persons on income sé 
aside for retirement. 

Other, smaller tax-relief proposals 

(Continued on page 124) 
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1955 WARNING 


from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 


Because the reports in The Wall Street 
Journal come to you DAILY, you get 
quick warning of any new trend that 
may affect your income. You get the facts 
in time to protect your interests or to 
grasp a new profit-making opportunity. 
To assure speedy delivery nationally, 
The Journal is printed daily in four cities 
— New York, Chicago, Dallas and San 
Francisco. You are promptly informed 
on new developments regarding Prices, 
Taxes, Consumer Buying, Government 
Spending, Inventories, Financing, Pro- 
duction Trends, Commodities, Securities, 
Marketing and New Legislation. 

The Wall Street Journal has the largest 
staff of writers on business and finance. It 
costs $20 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $6. Just send this ad 
with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. US 12-17 
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Dividend Announcement 


Massachusetts 





Investors 
Trust 
DECLARES ITS 
121s Consecutive Dividend 
The Trustees have 
declared a quarterly 


dividend of 31 cents a 
share, payable Decem- 
ber 24, 1954 to share- 
holders of record at the 
close of business De- 
cember 1, 1954. This 
dividend is entirely 
paid out of net income 
received by the Trust 
on its investments. 
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ROBERT W. LADD, Secretary 
200 Berkeley Street, Boston 
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Country will get enough money for continued recovery, 
with the brakes to be applied if inflation threatens . . . 


are expected. But no prospect of major 
tax cuts in 1955 can be found in official 
statements. 

Money will stay cheap. If you can't 
count on more income after taxes; you 
can count on being able to borrow with 
ease, and at low cost. 

Government officials, in testimony be- 
fore a congressional committee reviewing 
monetary policy, have just asserted 
their entire satisfaction with their han- 
dling of the country’s money supply, and 
with the results. Their attitude came 
in response to criticism of the tight- 
money policy applied by the Treasury 
and the Federal Reserve System early 
in 1953. 

Even a prominent banker joined in 
that criticism. James N. Land, senior vice 
president of the Mellon National Bank 
and Trust Company, Pittsburgh, said 
market conditions and official policy 
“combined to produce on the first day of 
June, 1953, a near panic in the Govern- 
ment-securities market.” He continued: 
“Tt was only with considerable difficulty 
that the Treasury was able to sell an 
issue of bills on that date.” 

Yet. Mr. Land agreed that the brake 
on the economy had to be used early 
in 1953 and applauded the way the 
money managers had handled their 
job since the end of the tight-money 
period. In fact, about the only criticism 
of monetary policy during the reces- 
sion was in the charge that the moves 
for cheap and “easy” money didn’t go 
far enough. 

What the monetary review showed is 
that Government's money managers are 
going right ahead on the course they 
have set. They are to feed the country 
whatever ration of money they think it 
needs for continued business recovery. 
The way they see it now, there’s no need 
for any massive doses of money. 

Businessmen and investors need to 
keep in mind, moreover, that the time 
will come when a real tightening of 
the money supply will look logical to the 
money managers. There already are 
some signs that officials are looking ahead 
to threats of inflation. Official steps to 
keep money abundant seem just a bit less 
drastic these days, and a close eye is 
being kept on credit trends. 

Bank loans, as one sign, have finally 
turned up, and very sharply. Loans by 
banks reporting weekly to Federal Re- 
serve rose by 1.3 billions in November, 
compared with a rise of only 161 mil- 
lions in November, 1953. Business loans 
went up far more than in 1953. 

Future demands for credit also look 
big to officials. The Government, after 


midyear, will be borrowing heavily to 
handle its deficit. State and local goy- 
ernments are going ahead with huge con- 
struction programs, financed on credit. 
Most businessmen are through cutting 
inventories and are to need more credit 
to finance new stocks. Families are con- 
tinuing to build and buy new homes at a 
near-record clip. 

All of this points to a huge demand 
for credit and, potentially, inflation. Off- 
cials are prepared to apply the brakes 
whenever they sense a need—though per- 
haps not so abruptly as last time. 

Free stock market. The market for 
corporation stock, meanwhile, is to be 
permitted to rise, or decline, without offi- 
cial intervention. As he indicates in his 





How Big Is 
The National Debt? 





W. Randolph Burgess, Treas- 
ury’s Under Secretary for Monetary 
Affairs, testifying before a commit- 
tee of Congress, put it this way: 


“After World War I the debt 
was 33 per cent of the national in- 
come. Before we entered World 
War II, it was 62 per cent, and it 
rose so that it was larger than the 
national income, 136 per cent of it. 
It was reduced by 1949 to 114 per 
cent because income was growing 
and there was some debt retire- 
ment. It has come down now to 94 
per cent. 

“That is due to two causes, one 
of which is not so good. One is in- 
flation. The inflation has affected 
the national income naturally in 
terms of dollars, so that a part of 
the adjustment of the debt to na- 
tional income is due to inflation, so 
that it has caused in a sense the 
kind of evil you want to try to 
avoid. 

“But part of it is due to good, 
solid causes, the growth of produc- 
tion and the expansion of the econ- 
omy.” 
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... Government plans to keep 
same policies on finance 


statement shown in the box, Mr. Hum- 
phrey knows of no appropriate action 
Government should take now. 

Federal Reserve, of course, could 
tighten the terms on which people can 
buy stock on credit—that is, raise the 
margin requirement. Since few are buy- 
ing stocks on credit, the move would 
serve mainly as a warning. 

Actually, officials see no reason to act 
now, anyway. In general, share prices 
are regarded as relatively low in rela- 
tion to the value of those shares and 
the prospects for earnings. Besides, no 
one wants to risk undermining the busi- 
ness recovery by stemming the stock- 
market rise. 

Pattern for planning. What it all 
means, to people planning the immediate 
future, is a clear indication that Govern- 
ment is to continue following policies 
that were adopted months ago. Barring 
major changes in defense needs or in the 
business picture, there are to be no dras- 
tic changes soon in attitude toward taxes, 
deficits, money or the stock market. 


Debt vs. income. State and local 
debts, soaring since the end of World 
War II, still are not unprecedentedly high 
in relation to national income. A U.S. 
Treasury estimate, just released, puts 
those debts at about 40 billion dollars 
on December 1. This was about 13.4 
per cent of national income. In Decem- 
ber, 1946, by comparison, State and lo- 
cal debt amounted only to about 9 per 
cent of national income. But back in 
1939, before the war years cut down 
municipal public works for about five 
years, those debts amounted to 27.5 per 
cent of national income. 


>More turnpike bonds. New issues 
of revenue bonds—particularly turnpike 
bonds—still are crowding the money 
market as States and localities roil ahead 
on their construction programs. Two 
relatively large issues of turnpike bonds 
that sold on the same day recently cost 
the States 3.8 and 4 per cent in interest. 
A spokesman for a syndicate that had 
bought one of those issues, but declined 
to bid on another of the same State, 
observed that the investing public had 
“absorbed as many .urnpike bonds as 
possible at the moment.’ 


? Life insurance growth. As more peo- 
ple buy more protection on their lives, 
msurance companies continue to grow 
at a lively rate. Those firms boosted their 
total assets this year by 5.7 billion dol- 
lars—to 84.2 billion—according to an as- 
sociation of insurance companies. 
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The current economic climate 
of Mexico and its potential as a a 
trading and investment area are discussed—along with 
many other important factors—in our new 
International Economic Survey—No. 97. 





If you do business with Mexico, the survey 
should be of value to you. For a free copy, 
write on your company letterhead. 
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THE CASE FOR SEVERING 
RELATIONS WITH SOVIET RULERS 


By DAVID LAWRENCE 


Is it time to break diplomatic relations with 


Communist Russia? Has U.S. only aided So- 


viet cutie By selaeing © Dareraneny that 
For 16 years American 
ee ee ae 
_ All through this period officiel records show 
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Presidents avoided 





Wes Sia Lat: 


I. Why Recognition Was Withheld in the 1920s 


To understand what is fundamentally involved in 
the question of severing diplomatic relations with the 
Soviet Government, we must re-examine the facts of our 
own troubled relations with Soviet Russia—the facts 
in the period prior to the resumption of diplomatic rela- 
tions with Moscow in 1933. 

We must study especially the basis on which recog- 
nition was originally extended, and review particularly 
the solemn agreements and pledges made by the Soviet 
Union which have since been flagrantly violated. 

As we look at the history prior to the initiation 
of our present diplomatic relations with the present 
Soviet Government in Moscow we find a remarkable 
record. It is evident that few people today who dis- 
cuss the question have ever read the actual documents 
in the case. 

In the first place, 16 years elapsed while this very 
question of resuming diplomatic relations was argued, 
not only in the forums of the world, but in the diplomatic 
correspondence between the United States and various 
governments, other than Russia. 

The first document which it is important to note was a 
message sent on August 2, 1920, by Bainbridge Colby, 
Secretary of State in the Democratic Administration of 
President Woodrow Wilson, to the American Ambas- 
sador in Great Britain, Norman Davis. It read in part as 
follows: 

“It is the feeling of the American Government that 
recognition of the Soviet regime or negotiations with it 
involves sacrificing moral strength for the sake of ma- 
terial gains, advantages which will prove to be temporary 
and bought at a very high price. This Government feels 
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that no permanent and just settlement of Eastern Euro- 
pean affairs can be thus attained. The revulsion felt by 
the civilized world against the tyranny now holding Rus- 
sia in its power is shared by this Government. This 
tyranny disregards all principles upon which dealings 
and relations between nations are founded and is not 
freely chosen by any considerable part of the people of 
Russia. A permanent and wise solution of the problem 
of Russia, it would seem, cannot be reached until there 
is put into effect a plan whereby all elements of the 
Russian people will be represented effectively for the 
consideration of the reciprocal needs, political and eco- 
nomic, of the different regions which made up Imperial 
Russia.” 

On August 10, 1920, Secretary Colby, in a communica- 
tion to the Italian Ambassador in Washington, who had 
inquired on behalf of the Italian Government concerning 
the views of the United States with respect to the Rus- 
sian advance into Poland, wrote as follows: 

“That the present rulers of Russia do not rule by the 
will or the consent of any considerable proportion of the 
Russian people is an incontestable fact. Although nearly 
two and a half years have passed since they seized the 
machinery of government, promising to protect the Con- 
stituent Assembly against alleged conspiracies against it, 
they have not yet permitted anything in the nature of a 
popular election. At the moment when the work of creat- 
ing a popular representative government based upon 
universal suffrage was nearing completion the Bolshe- 
viki, although, in number, an inconsiderable minority of 
the people, by force and cunning seized the powers and 
machinery of government and have continued to use 
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them with savage oppression to maintain themselves 
in power. 

“Without any desire to interfere in the internal affairs 
of the Russian people, or to suggest what kind of gov- 
ernment they should have, the Government of the United 
States does express the hope that they will soon find a 
way to set up a government representing their free will 
and purpose. When that time comes, the United States 
will consider the measures of practical assistance which 
can be taken to promote the restoration of Russia, pro- 
vided Russia has not taken itself wholly out of the pale 
of the friendly interest of other nations, by the pillage 
and oppression of the Poles. 

“It is not possible for the Government of the United 
States to recognize the present rulers of Russia as a gov- 
ernment with which the relations common to friendly 
governments can be maintained. This conviction has 
nothing to do with any particular political or social 
structure which the Russian people themselves may see 
fit to embrace. It rests upon a wholly different set of 
facts. 

“These facts, which none dispute, have convinced 
the Government of the United States, against its will, 
that the existing regime in Russia is based upon the 
negation of every principle of honor and good faith, and 
every usage and convention, underlying the whole struc- 
ture of international law; the negation, in short, of every 
principle upon which it is possible to base harmonious 
and trustful relations, whether of nations or of indi- 
viduals. 

“The responsible leaders of the regime have frequent- 
ly and openly boasted that they are willing to sign 


_ agreements and undertakings with foreign Powers while 


not having the slightest intention of observing such 
undertakings or carrying out such agreements. This 
attitude, of disregard of obligations voluntarily en- 
tered into, they base upon the theory that no compact 
or agreement made with a non-Bolshevist government 
can have any moral force for them. They have not 
only avowed this as a doctrine, but have exemplified 
it in practice. 

“Indeed, upon numerous occasions the responsible 
spokesmen of this Power, and its official agencies, have 
declared that it is their understanding that the very 
existence of Bolshevism in Russia, the maintenance of 
their own rule, depends, and must continue to depend, 
upon the occurrence of revolutions in all other great 
Civilized nations,’ including the United States, which will 
overthrow and destroy their governments and set up Bol- 
shevist rule in their stead. They have made it quite plain 
that they intend to use every means, including, of course, 
diplomatic agencies, to promote such revolutionary 
movements in other countries. 

“It is true that they have in various ways expressed 
their willingness to give ‘assurances’ and ‘guarantees’ 
that they will not abuse the privileges and immunities 
of diplomatic agencies by using them for this purpose. 
In view of their own declaration, already referred to, 
such assurances and guarantees cannot be very seriously 
Tegarded. . . . 

“In the view of this Government, there cannot be any 
common ground upon which it can stand with a Power 
whose conceptions of international relations are so en- 
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tirely alien to its own, so utterly repugnant to its moral 
sense. There can be no mutual confidence or trust, no 
respect even, if pledges are to be given and agreements 
made with a cynical repudiation of their obligations al- 
ready in the mind of one of the parties. We cannot recog- 
nize, hold official relations with, or give friendly recep- 
tion to the agents of a government which is determined 
and bound to conspire against our institutions; whose 
diplomats will be the agitators of dangerous revolt; 
whose spokesmen say that they sign agreements with no 
intention of keeping them.” 

The foregoing note was delivered to all embassies and 
legations of the United States abroad. This was the 
deliberate opinion of the Department of State under a 
Democratic Administration. 

Let us look now at the viewpoint of the United 
States Government as expressed in a Republican Ad- 





—Harris & Ewing 


BAINBRIDGE COLBY, Secretary of State 1920-21 


ministration when the Secretary of State was Charles 
Evans Hughes, who had served previously as an Asso- 
ciate Justice of the Supreme Court of the United States 
and was later to become Chief Justice of the United 
States. 

Mr. Hughes, on March 21, 1923, addressed a delega- 
tion of the Women’s Committee for Recognition of 
Russia. During that address he said: 

“As I said to the representatives of your organization 
a year ago, the fundamental question in the recogni- 
tion of a government is whether it shows stability and 
a disposition to discharge international obligations. 
Stability, of course, is important; stability is essen- 
tial. Some speak as though stability was all that was 
necessary. What however would avail mere stability 
if it were stability in the prosecution of a policy of 
repudiation and confiscation? In the case of Russia 
we have a very easy test of a matter of fundamental 
importance, and that is of good faith in the discharge 
of international obligations. 

“I say that good faith is a matter of essential im- 
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portance because words are easily spoken. Of what avail 
is it to speak of assurances, if valid obligations and rights 
are repudiated and property is conficated? This is not a 
question of the rich or of the poor. It’s a question of 
principle. ... 

“Here is a simple test. We have in this case no need 
to speculate, as of what avail are assurances when we 
find properties taken, without compensation or restora- 
tion, obligations repudiated,—properties of all sorts, the 
investments of one of our great life insurance companies, 
for example. 

“Not only would it be a mistaken policy to give en- 
couragement to repudiation and confiscation, but it is 
also important to remember that there should be no en- 
couragement to those efforts of the Soviet authorities to 
visit upon other peoples the disasters that have over- 
whelmed the Russian people. I wish that I could believe 
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that such efforts had been abandoned. Last Novem- 
ber—last November Zinoviev [head of the Commu- 
nist International] said: ‘The eternal in the Russian 
revolution is the fact that it is the beginning of the 
world revolution.’ 

“Lenin, before the last Congress of the Third Inter- 
nationale, last fall, said that ‘the revolutionists of all 
countries must learn the organization, the planning, 
the method and the substance of revolutionary work.’ 
‘Then, I am convinced,’ he said, ‘the outlook of the world 
revolution will not be good but excellent.’ 

“And Trotsky, addressing the Fifth Congress of the 
Russian Communist Youths at Moscow last October— 
not two years ago, but last October—said this: ‘That 
means, comrades, that revolution is coming in Europe as 
well as in America, systematically, step by step, stub- 
bornly and with gnashing of teeth in both camps. It will 
be long protracted, cruel and sanguinary.’ 

“Now I desire to see evidences of the abandonment of 
that policy. I desire to see a basis for helpfulness. We 
want to help. We are just as anxious in this Department 
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and in every branch of the Administration as you can 
possibly be, to promote peace in the world, to get rid of 
hatred, to have a spirit of mutual understanding, but the 
world we desire is a world not threatened with the de- 
structive propaganda of the Soviet authorities, and one 
in which there will be good faith and the recognition of 
obligations and a sound basis of international inter- 
course.” 

A few months later in the same year, July 9, Samuel 
Gompers, President of the American Federation of La- 
bor, wrote to Secretary Hughes and asked for an expres- 
sion of his views on the American position regarding the 
Russian Soviet power. The labor leader said it had been 
the consistent contention of the American Federation of 
Labor “that the Soviet power cannot be recognized be- 
cause it is an autocracy forced upon the people of Russia 
without their consent and against their will and main- 
tained in the same manner.” 

Mr. Gompers added that he could not sce where good 
crops or an improving economic condition, including an 
acknowledgment of Russia’s financial obligations, could 
change the American position regarding recognition “as 
long as the principle of tyranny remains.” 

Mr. Hughes, on July 19, made a lengthy reply in 
which he said in part: 

“The fundamentals of the Russian situation are pretty 
generally understood in the United States and have made 
a profound impression upon the thought of our people. 
We are constantly made aware of this in the Depart- 
ment of State by the various ways in which public 
opinion makes itself felt in the seat of government. We 
learn of the hope of America that Russia should have 
the opportunity of free political expression and that 
she should be enabled to restore her economic life 
and regain prosperity and once more to take her place 
among the nations on the basis of mutual helpfulness 
and respect. 

“There can be no question of the sincere friendliness of 
the American people toward the Russian people. And 
there is for this very reason a strong desire that nothing 
should be done to place the seal of approval on the 
tyrannical measures that have been adopted in Russia or 
to take any action which might retard the gradual reas- 
sertion of the Russian people of their right to live in 
freedom. . . 

“We are not concerned with the question of the legiti- 
macy of a government as judged by former European 
standards. We recognize the right of révolution and we 
do not attempt to determine the internal concerns of 
other States. ... 

“When there is a question as to the will of the nation 
it has generally been regarded as a wise precaution to 
give sufficient time to enable a new regime to prove its 
stability and the apparent acquiescence of the people 
in the exercise of the authority it has assured. The ap- 
plication of these familiar principles, in dealing with 
foreign States, is not in derogation of the democratic 
ideals cherished by our people, and constitutes 10 
justification of tyranny in any form, but proceeds upon 
a consideration of the.importance of international intef- 
course and upon the established American principle 
of non-intervention in the internal concerns of othef 
peoples. 
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“But while a foreign regime may have securely estab- 
lished itself through the exercise of control and the sub- 
mission of the people to, or their acquiescence in, its ex- 
ercise of authority, there still remain other questions to 
be considered. 

“Recognition is an invitation to intercourse. It is 
accompanied on the part of the new government by 
the clearly implied or express promise to fulfill the obli- 
gations of intercourse. These obligations include, among 
other things, the protection of the persons and property 
of the citizens of one country lawfully pursuing their 
business in the territory of the other and abstention from 
hostile propaganda by the one country in the territory of 
the other. In the case of the existing regime in Russia, 
there has not only been the tyrannical procedure to 
which you refer, and which has caused the question 
of the submission or acquiescence of the Russian peo- 
ple to remain an open one, but also a repudiation of 
the obligations inherent in international intercourse 
and a defiance of the principles upon which alone it 
can be conducted. ... 

“What is most serious is that there is conclusive evi- 
dence that those in control at Moscow have not given up 
their original purpose of destroying existing governments 
wherever they can do so throughout the world. Their 
efforts in this direction have recently been lessened in 
intensity only by the reduction of the cash resources at 
their disposal... . 

“While this spirit of destruction at home and abroad 
remains unaltered the question of recognition by our 
Government of the authorities at Moscow cannot be de- 
termined by mere economic considerations or by the 
establishment in some degree of a more prosperous con- 
dition, which of course we should be glad to note, or 


simply ‘vy a consideration of the probable stability of the 
regime in question. 

“There cannot be intercourse among nations any 
more than among individuals except upon a general 
assumption of good faith. We would welcome con- 
vincing evidence of a desire of the Russian authorities 
to observe the fundamental conditions of international 
intercourse and the abandonment by them of the per- 
sistent attempts to subvert the institutions of democracy 
as maintained in this country and in others. It may con- 
fidently be added that respect by the Moscow regime for 
the liberties of other peoples will most likely be accom- 
panied by appropriate respect for the essential rights and 
liberties of the Russian people themselves. 

“The sentiment of our people is not deemed to be 
favorable to the acceptance into political fellowship of 
this regime so long as it denies the essential basis of inter- 
course and cherishes, as an ultimate and definite aim, the 
destruction of the free institutions which we have 
laboriously built up, containing as they do the necessary 
assurances of the freedom of labor upon which our pros- 
perity must depend.” 

The diplomatic documents in the foreign relations of 
the United States are filled with episodes confirming, 
incident by incident, the views expressed by Secretary 
of State Hughes. Operations of the Communist Party 
throughout the world were the subject of many interest- 
ing communications which are printed in the records. 

There were even denials by the Russian Government 
that it was intimately connected with the Communist 
International, and there was a time when Moscow 
endeavored to create the impression that it no longer 
favored international operations by the Communist 
Party abroad. 


ll. Misgivings About Recognition in 1933 


We come then to the period immediately preceding the 
recognition of the Soviet Government in 1933. The pub- 
lished documents of our diplomatic history show that, 
during the period ot 16 years in which the United States 
Government refused to extend recognition, there was no 
evidence of any important change in the policy of the 
Soviet Government. But the economic pressure inside 
Soviet Russia became intense, and it was evident that 
the Moscow government needed the recognition of the 
United States in order to carry on trade with this coun- 
try and other countries. So a determined effort was made 
by the Communists to try to impress the new Adminis- 
tration in Washington, the Democratic Administration 
of Franklin D. Roosevelt and the New Deal, that the 
time had come for recognition and a change. 

Notable is the document prepared by Robert F. Kelley, 
Chief of the Division of Eastern European Affairs in the 
Department of State, dated July 27, 1933, which was 
handed to President Roosevelt by the acting Secretary 
of State on that date. 

Having determined to take a chance on recognition 
and the resumption of diplomatic relations, there was a 
desire, at the same time, to impose conditions so as to 
achieve, through the very act of recognition, some of 
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the agreements which it had not been possible to attain 
before. 

The Kelley memorandum said: 

“In order that the United States may derive from the 
recognition of the Soviet government the benefits which 
normally follow the recognition of a foreign Government, 
the recognition of the Soviet government should involve 
the establishment of relations with Russia on a basis 
which would render possible the maintenance of friendly 
cooperation between the Governments of the United 
States and Russia, and the development of trade and 
intercourse between the two countries. 

“The experience of countries which have extended 
recognition to the Soviet government has shown pretty 
conclusively, it is believed, that there are serious ob- 
stacles in the way of the establishment of the relations 
with Russia on such a basis, and that so long as these 
obstacles remain, official relations, established as a re- 
sult of recognition, tend to become, in view of the 
extraordinary nature of these obstacles, the source of fric- 
tion and ill will rather than the mainspring of coopera- 
tion and good will. 

“It would seem essential, therefore, that every endeavor 
should be made to remove these obstacles prior to the 
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extension of recognition. Until a substantial basis of 
mutual understanding and common principles and pur- 
poses has been established, official intercourse, with its 
increased contacts, is bound to lead to friction and rancor. 

“Formal diplomatic relations may be established, but 
the substance of a useful relationship will be lacking, as 
much for the Russians as for ourselves, unless and un- 
til we have cleared up the existing difficulties through 
mutual agreement and work out a modus vivendi for the 
future.” 

This document is of transcendent significance. It 
shows not only the basis on which recognition was 
extended, but it justifies in every respect the with- 
drawal now of that recognition through the severance of 
diplomatic relations because the original conditions be- 
came an integral part of the act of recognition. 

The Kelley memorandum went on to say: 

“The fundamental obstacle in the way of the estab- 
lishment with Russia of the relations usual between 
nations in diplomatic intercourse is the world revolution- 
ary aims and practices of the rulers of that country. It is 
obvious that, so long as the Communist regime continues 
to carry on in other countries activities designed to 
bring about ultimately the overthrow of the Government 
and institutions of these countries, the establishment of 
genuine friendly relations between Russia and those 
countries is out of the question. 

“Even when these activities do not constitute a present 
menace to the established order, the systematic inter- 
ference of a foreign power in the domestic affairs of 
a country constitutes ipso facto a source of deep re- 
sentment and unavoidable friction. The persistence of 
such interference after diplomatic relations have been 
established leads inevitably either to the rupture of rela- 
tions—as has taken place in the case of England, China, 
and Mexico—or to serious tension and the reduction 
of the existing diplomatic relations to a barren, mean- 
ingless relationship—as has taken place at times in the 
case of France, Germany, Poland, et cetera. 

“It would seem, therefore, that an essential prerequi- 
site to the establishment of harmonious and trustful re- 
lations with the Soviet government is the abandonment 
by the present rulers of Russia of their world revolution- 
ary aims and the discontinuance of their activities de- 
signed to bring about the realization of such aims. More 
specifically and with particular regard to the United 
States, this prerequisite involves the abandonment by 
Moscow of direction, supervision, control, financing, et 
cetera, through every agency utilized for the purpose of 
Communist and other related activities in the United 
States.” 

The memorandum pointed out furthermore that the 
Soviet Government had been unwilling to observe “cer- 
tain generally accepted principles governing the conduct 
of nations towards each other,” because it refused to 
respect the rights of citizens of other States, and that in- 
ternational obligations had been rejected, which the ex- 
perience of mankind “has demonstrated are vital to the 
satisfactory development and maintenance of commerce 
and friendly intercourse between nations.” 

Cordell Hull, Democrat, who was Secretary of State 
at the time, requested Judge Walton Moore, Assistant 
Secretary of State, and William Bullitt, who subse- 
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quently went to Moscow as the first American Ambassa- 
dor, to prepare memoranda on the more important 
“conditions and understandings that might be considered 
significant in connection with the development of plans 
for the recognition of the Russian Government.” 

Mr. Bullitt, in his memorandum, said: 

“Whatever method may be used to enter into negotia- 
tions with the Soviet Government, it seems essential that 
formal recognition should not be accorded except as the 
final act of an agreement covering a number of questions 
in dispute. Before recognition and before loans, we shall 
find the Soviet Government relatively amenable. After 
recognition or loans, we should find the Soviet Govern- 
ment adamant.” 

Mr. Bullitt wrote that there were three importan. 
conditions which in his opinion had to be met before 
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recognition could be forthcoming. He outlined these as 
follows: 

“1. Prohibition of Communist propaganda in the 
United States by the Soviet Government and by the 
Comintern. 

“2. Protection of the civil and religious rights of 
Americans in Russia which are inadequately protected 
under current Russian practice (e.g., ‘economic espi0- 
nage’). 

“3. Agreement by the Soviet Government that the 
act of recognition shall not be retroactive to the founda- 
tion of that government (which is the usual practice), 
but shall take effect only from the day on which it may 
be accorded. This is essential to protect both our Govern- 
ment and many citizens and corporations from suits for 
damages.” 

The Bullitt memorandum said further: 

“There are of course scores of other questions in- 
volved in resuming normal relations with Russia. Our 
position would be strongest, I believe, if all these ques- 
tions, whether of a legal, economic or financial nature, 
should be handled as a unit in one global negotiation, 
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the end of which would be signature of the agreements 
and simultaneous recognition.” 

Negotiations proceeded, and by an exchange of notes 
in the latter part of 1933 recognition was formally 
extended. 

The exact language of the exchange of notes is of vital 
importance to examine now because the documents are 
equivalent to a treaty which must be honored by both 
nations if the signatures are to mean anything. 

When formal recognition was finally extended on 
November 16, 1933, the action was taken through an ex- 
change of letters between the Soviet Commissar for For- 
eign Affairs, Maxim Litvinov (who came to Washington 
especially for the occasion), and the President of the 
United States. 

The language of the two notes is identical. Mr. Lit- 
vinov wrote: 

“My dear Mr. President: I have the honor to inform 
you that coincident with the establishment of diplo- 
matic relations between our two Governments it will be 
the fixed policy of the Government of the Union of 
Soviet Socialist Republics: 

“1. To respect scrupulously the indisputable right of 
the United States to order its own life within its own 
jurisdiction in its cwn way and to refrain from inter- 
fering in any manner in the internal affairs of the United 
States, its territories or possessions. 

“2. To refrain, and to restrain all persons in govern- 
ment service and all organizations of the Government or 
under its direct or indirect control, including the or- 
ganizations in receipt of any financial assistance from it, 
from any act overt or covert liable in any way whatso- 
ever to injure the tranquility, prosperity, order or secu- 
rity of the whole or any part of the United States, its 
territories or possessions, and in particular, from any act 
tending to incite or encourage armed intervention or 
any agitation or propaganda having as an aim, the viola- 
tion of the territorial integrity of the United States, its 
territories or possessions, or the bringing about by force 
of a change in the political or social order of the whole 
or any part of the United States, its territories or 
possessions. 

“3. Not to permit the formation or residence on its 
territory of any organization or group—and to prevent 
the activity on its territory of any organization or group, 
or of representatives or officials of any organization or 
group—which makes claim to be the Government of, 
or makes attempt upon the territorial integrity of, the 
United States, its territories or possessions; not to form, 
subsidize, support or permit on its territory military 
organizations or groups having the aim of armed strug- 
gle against the United States, its territories or possessions, 
and to prevent any recruiting on behalf of such organ- 
izations.and groups. 

“4, Not to permit the formation or residence on its 
territory of any organization or group—and to pre- 
vent the activity on its territory of any organization or 
group, or of representatives or officials of any organiza- 
tion or group—which has as an aim the overthrow or 
the preparation for the overthrow of, or the bringing 
about by force of a change in the political or social order 
of the whole or any part of the United States, its terri- 
tories or possessions.” 
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It is interesting to observe that President Roosevelt 
in acknowledging receipt of this note in his letter to 
Mr. Litvinov gave exactly the same assurances as the 
Soviet had given to us in the numbered paragraphs 
above. 

It is significant, too, that on the same date separate 
letters were exchanged, on the subject of religious free- 
dom, in which Mr. Roosevelt said to Mr. Litvinov: 

“As I have told you in our recent conversations, it is 
my expectation that after the establishment of normal 
relations between our two countries many Americans will 
wish to reside temporarily or permanently within the 
territory of the Union of Soviet Socialist Republics, 
and I am deeply concerned that they should enjoy in 
all respects the same freedom of conscience and religious 
liberty which they enjoy at home... . 
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“The Government of the United States, therefore, will 
expect that nationals of the United States of America 
within the territory of the Union of Soviet Socialist Re- 
publics will be allowed to conduct without annoyance or 
molestation of any kind religious services and rites of a 
ceremonial nature, including baptismal, confirmation, 
communion, marriage and burial rites, in the English 
language, or in any other language which is customarily 
used in the practice of the religious faith to which they 
belong, in churches, houses, or other buildings appro- 
priate for such service, which they will be given the right 
and opportunity to lease, erect or maintain in convenient 
situations. ... 

“We will expect that religious groups or congregations 
composed of nationals of the United States of America 
in the territory of the Union of Soviet Socialist Re- 
publics will be given the right to have their spiritual 
needs ministered to by clergymen, priests, rabbis or 
other ecclesiastical functionaries who are nationals of 
the United States of America, and that such clergymen, 
priests, rabbis or other ecclesiastical functionaries will 
be protected from all disability or persecution and will 
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not be denied entry into the territory of the Soviet 
Union because of their ecclesiastical status.” 

Again Mr. Litvinov wrote.to President Roosevelt as- 
suring him that the right “to free exercise of liberty of 
conscience and religious worship” and protection “from 
all disability or persecution on account of their religious 
faith or worship” was guaranteed by the fixed policy of 
the Soviet Union and that it was supported by various 
laws and regulations existing in the various republics of 
the Soviet Union. 

Almost immediately after the acts of recognition oc- 
curred, the Soviet press declared that the United States 
had been “compelled” to restore diplomatic relations 
and there began a series of events which showed clearly 
that those who had had misgivings before were not 
wrong in their assumptions as to what might happen 
after diplomatic relations had been resumed. 

We find Ambassador Bullitt shortly afterward writing 
to Secretary of State Hull “in regard to several instances 
in which the Soviet Government does not seem disposed 
to carry out understandings between it and the Govern- 
ment of the United States.” 

We note on August 14, 1934, Mr. Hull writing to 
Ambassador Bullitt in Moscow as follows: 

“Since recognition was accorded the Soviet Govern- 
ment the Department has followed the communist move- 
ment in the United States for the purpose of ascertaining 
whether the propaganda pledges contained in Mr. Lit- 
vinov’s note to the President of November 16, 1933, are 
being observed. Furthermore, various individuals and 
organizations, such as the American Federation of Labor, 
have laid before the Department evidence tending to 
show violations of the pledges. 

“The Department believes that the following trans- 
actions, evidence of which seems indisputable, constitute 
such violations and in particular of the pledge covered 
by paragraph 4 of Mr. Litvinov’s note. . . 

“You should emphasize that, as Mr. Litvinov is cer- 
tainly aware, the American people are most sensitive 
with respect to interference from foreign governments in 
their domestic affairs and that our Government is hope- 
ful that the Soviet Government will take appropriate 
means to prevent further acts in disregard of the solemn 
pledges he gave in its behalf.” 

Ambassador Bullitt reported from Moscow on October 
5, 1934, as follows: 

“In accordance with the instruction contained in your 
August 14, I protested today to Litvinov orally and in- 
formally with regard to direction from Moscow of the 
activities of the Communist movement in the United 
States. I informed Litvinov that if at the Comintern 
Congress, which is scheduled to take place in the month 
of January, there should be attacks on the Government 
of the United States or indications that the Communist 
movement in the United States is being directed by Mos- 
cow the most serious consequences might result; that 
the Government of the United States was as sensi- 
tive as the people of the United States to any interfer- 
ence in our internal affairs by agencies of foreign 
countries. Litvinov replied that he did not even 
know that the Comintern Congress would take place 
and that he was not aware of any activities of this 
nature.... 
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“I think I might go so far as to intimate to Litvinov 
verbally that we might sever diplomatic relations if the 
Comintern should be allowed to get out of hand... .” 

Then on October 8 Secretary of State Hull sent a 
note to Ambassador Bullitt in which he said: 

“Without making any statement to Litvinov that dip- 
lomatic relations might under certain circumstances be 
severed, it is highly desirable to give him the impression 
that in case of a violation of pledges he made when here 
and failure to agree to that settlement on such reason- 
able terms as we have proposed, the relations between 
the two governments will inevitably be less close and 
friendly than anticipated, and the reason for our govern- 
ment doing many things contemplated may disappear.” 

Again we find Ambassador Bullitt on July 19, 1935, 
writing to Secretary of State Hull as follows: 

“Contrary to the comforting belief which the French 
now cherish, it is my conviction that there has been no 
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decrease in the determination of the Soviet Government 
to produce world revolution. Diplomatic relations with 
friendly states are not regarded by the Soviet Govern- 
ment as normal friendly relations, but ‘armistice’ rela- 
tions, and it is the conviction of the leaders of the Soviet 
Union that this ‘armistice’ cannot possibly be ended by 
a definitive peace but only by renewal of battle. The 
Soviet Union genuinely desires peace on all fronts at 
the present time, but this peace is looked upon merely 
as a happy respite in which future wars may be 
prepared. 

“. . . I feel sure that the Department must have re- 
ceived many reports that the Soviet Government has 
abandoned the idea of world revolution and that the con- 
victions I have expressed above may seem ill founded. I 
can only say that my own observations, without excep- 
tion, have convinced me-of the accuracy of my state- 
ment. I have yet to converse with a single leader of the 
Soviet Union who has not expressed his belief in the 
necessity of world revolution.” 
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This was the view of Ambassador Bullitt, who had 
gone to the Soviet Union with a very friendly attitude 
toward the regime there, and who had indeed partic- 
ipated in the negotiations leading to the extension of 
recognition. But he was quickly disillusioned when he 
came into actual contact with the Russians in Moscow. 

Ambassador Bullitt on August 21, 1935, in a message 
to the Department of State, pointed out how Litvinov’s 
pledges had been violated and describing in detail the 
meeting of the Communist International, together with 
the attacks made upon the United States at that meeting. 
Urging that President Roosevelt make a speech giving 
utterance to his views concerning the activities of the 
Communists inside the United States, Mr. Bullitt wrote: 

“I venture to suggest that henceforth the law excluding 
Communists from the United States should be applied 
tigidly and that you should instruct all American 
Missions to refuse visas to Soviet citizens unless they 
present entirely satisfactory evidence that they are not 
and have never been members of the Communist Party or 
Communist International, and are not candidates for 
admission to the Communist Party or Communist In- 
ternational and are not members of the Profintern.” 

Instead of a speech by the President, a note was sent 
to the Russian Government on August 25, expressing 
the protest of the United States. Attention was called 
to the Litvinov pledge and to its violation at the meeting 
of the “All World Congress of the Communist Interna- 
tional,” and the note added: 

“The Government of the United States would be 
lacking in candor if it failed to state frankly that it 
anticipates the most serious consequences if the Gov- 
emment of the Union of Soviet Socialist Republics is 
unwilling, or unable, to take appropriate measures to 
prevent further acts in disregard of the solemn pledge 
given by it to the Government of the United States.” 

The Russian Government answered the note on August 
27 by saying that it could not take upon itself “‘obliga- 
tions of any kind with regard to the Communist Inter- 
national.” 

Secretary of State Hull on September 1, 1935, issued 
the following statement to the press: 

“The recent note of this Government to the Govern- 
ment of the Soviet Union and the reply of that Govern- 
ment raises the issue whether that Government, in dis- 


regard of an express agreement entered into at the time 
of recognition in 1933, will permit organizations or 
groups operating on its territory to plan and direct 
movements contemplating the overthrow of the political 
or social order of the United States. For sixteen years 
this Government withheld recognition—as did many 
other Governments—mainly for the reason that the So- 
viet Government had failed to respect the right of this na- 
tion to maintain its own political and social order with- 
out interference by organizations conducting in or from 
Soviet territory activities directed against our institutions. 

“In 1933 this Government, observing the serious ef- 
fects upon peace and prosperity of the many partial or 
dislocated international relationships throughout the 
world, took up anew the question whether the United 
States and the Soviet Union, two of the largest nations, 
could not find a way to establish more natural and nor- 
mal relations, which would afford a basis for genuine 
friendship and collaboration to promote peace and im- 
prove material conditions both at home and abroad. 

“After various stipulations in writing had first been 
carefully drafted and agreed upon by representatives of 
the two governments, recognition was accorded to the 
Government of the Soviet Union by this Government in 
November, 1933. One of the most important provisions 
of the agreement thus reached was the pledge of the 
Soviet Government to respect the right of the United 
States ‘to order its own life within its own jurisdiction 
in its own way and to refrain from interfering in any 
manner in the internal affairs of the United States, its 
territories or possessions.’ 

“The essence of this pledge was the obligation as- 
sumed by the Soviet Government not to permit persons 
or groups on its territory to engage in efforts or move- 
ments directed toward the overthrow of our institu- 
tions: .. . 

“In its reply of August 27, 1935, to this Government’s 
note of August 25, 1935, the Soviet Government almost in 
so many words repudiated the pledge which it gave at the 
time of recognition ._ . If the Soviet Government pur- 
sues a policy permitting activities on its territory involv- 
ing interference in the internal affairs of the United States, 
instead of ‘preventing’ such activities as its written pledge 
provides, the friendly and official relations between the 
two countries cannot but be seriously impaired.” 


lll. “Listening Post’’ of Doubtful Value 


Already, by November 24, 1937, we were finding that 
the value of an American Ambassador in Moscow as a 
“listening post” had been very much exaggerated. In a 
memorandum written on that date, George F. Kennan, 
of the Division of European Affairs in the Department of 
State, said: 

“The Soviet policy in general: When this Government 
has sent ambassadors to the Soviet Union it has had a 
tight to expect that they would be welcomed with some- 
thing more substantial than formal words, and that they 
would be accorded by the Soviet authorities that meas- 
ure of cooperation which is essential if their missions 
V.cre to contribute to advancing American-Soviet rela- 


U.S. NEWS & WORLD REPORT, Dec. 17, 1954 


tions. But the experience of the two Ambassadors [Wil- 
liam C. Bullitt and Joseph E. Davies] who have repre- 
sented the United States in the Soviet Union, compels 
one to the conclusion that the Soviet Government has 
made it a policy to place every possible restriction on 
the activities and contacts of foreign missions in that 
city. The Soviet leaders appear to welcome the presence 
of foreign envoys in Moscow as something contributory 
to Soviet prestige; but they make it very evident that 
in their opinion these envoys—like well-trained children 
—should be seen and not heard. 

“In this they have little cause to fear retaliation on 
the part of foreign governments. The Soviet diplomatic 
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missions abroad constitute only one (and not always 
the most important) of the channels through which 
Russia’s foreign affairs are directed. The situation in 
many countries—and particularly in the United States 
—is such that it is an easy matter for Moscow to cir- 
cumvent the governments of these countries and to deal 
directly with private individuals, firms and organiza- 
tions. It has its trade delegations, its local Communist 
parties, its foreign newspaper correspondents, and its 
various disguised agents, to help it in these efforts. Thus 
the Soviet leaders have been able to proceed to curb the 
scope of activity of the Moscow diplomatic corps, confi- 
dent that no retaliatory measures which might follow 
could effectively disturb their own business with the 
outside world. .. . 

“The presence of an American Ambassador in Mos- 
cow has apparently led to little if any change in the 
activities carried on in the United States by the Commu- 
nist International. In 1934 (1935) this Government was 
compelled to make formal protest in connection with 
the meetings in Moscow at the VII All-World Congress 
of the International. Despite this protest there is evidence 
that Soviet leaders are continuing to exercise authority 
over a certain political group in this country and are re- 
quiring members of this group to serve political interests 
which have nothing in common with those of the United 
States.” 

Secretary of State Hull reveals his record of a con- 
versation on January 13, 1938, with the Soviet Ambas- 
sador in Washington, when he read to him a memoran- 
dum which said in part: 

“Ever since diplomatic relations between the United 
States and the Soviet Union were established the Amer- 
ican Government has earnestly sought to make a real 


contribution toward maintaining them on a close and 


friendly basis by effecting solution of a number of mat- 
ters which have been the source of irritation if not indeed 
of friction. That success has not attended its efforts is 
due, in part at least, to the attitude that has been evi- 
denced by the Soviet authorities. . 

“Indeed, the American Government has been con- 
strained, in view of the conditions under which the 
American Embassy in Moscow has functioned ever since 
it was established, to consider whether the value to it of 
that mission is sufficient to warrant the maintenance of 
the Embassy on the present scale.” 

There are many references in the foreign-relations 
documents showing that American Embassy officials 
abroad were experiencing more and more difficulty in 
dealing with the Soviet Government. Thus, Loy Hender- 
son, United States Chargé d’Affaires at Moscow, wrote 
to Secretary of State Hull on February 1, 1938, as 
follows: 

“1. It should be considered as axiomatic that the rul- 
ing forces of the Soviet Union have always considered 
and still take the view that the presence of foreign 
diplomatic representatives in the Soviet Union is an 
evil which world conditions force them to endure; 

“2. In order that the effects of this evil may be re- 
duced to a minimum, they consider it advantageous to 
follow a policy which will tend to restrict the influence, 
prestige, and effectiveness of the diplomatic missions in 
Moscow; 
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“3. This policy is expressed in part by the adoption of 
measures, the purpose of which is to discourage the main- 
tenance of large missions, to cause the population of the 
country to look with suspicion or at least with lack of 
respect upon these missions, to restrict the activities, free- 
dom of movement, and number of contacts of members 
of these missions, and to cause members of these mis- 
sions gradually to acquire a feeling that if they forfeit 
the good will of the Soviet authorities by fearlessly and 
resolutely defending the interests of the Governments 
which they represent they are likely to encounter in- 
creased difficulties in operating their chanceries and 
households with a reasonable degree of effectiveness and 
economy and in performing the various duties imposed 
upon them by their Governments, and are even likely to 
be attacked openly or privately as saboteurs of Soviet 
relations with their respective countries; 
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“4. One of the most effective instruments which the 
Soviet authorities possess for the execution of this 
policy is their power to decide by means of the formula- 
tion and interpretation of customs regulations the condi- 
tions under which diplomatic missions may bring 
articles into or take them out of the country; 

“5. The Soviet customs, laws and regulations are de- 
liberately so worded that if given a strict interpretation 
the life of members of diplomatic missions in the Soviet 
Union would be so unpleasant and the cost of the upkeep 
of such missions so expensive that comparatively few 
governments would endeavor to support diplomatic 
representation in that country; 

“6. Since in present world conditions, the Soviet Gov- 
ernment feels that it is necessary for it to maintain 
diplomatic relations with other countries, it follows the 
policy of interpreting and applying the customs regula- 
tions in such a manner as not to cause foreign govern- 
ments to withdraw their missions from the country; 

“7. The Soviet authorities apparently are of the 
opinion that at the present time most diplomatic mis- 
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sions in Moscow are maintained by governments which 
feel that under existing world conditions their representa- 
tions in the Soviet Union must not be withdrawn even 
though the conditions under which such representations 
are compelled to work are difficult; 

“8. This opinion and the rise of antiforeign feeling, 
particularly noticeable during the past year, undoubt- 
edly partially explains the increasing degree of strictness 
with which Soviet customs regulations are enforced; 

“9. This strictness will increase until it runs counter to 
opposition of a nature that will cause the ruling forces 
to find it to be the best policy to call another temporary 
‘breathing spell’; 

“10. If, therefore, the American Government and other 
governments maintaining diplomatic missions in Mos- 
cow permit without protest curtailments of the courtesies 
accorded by Soviet Customs officials to their diplomatic 
representations, new and more serious curtailments of 
such courtesies may be expected in the future; 

“11. In view of the impossibility of obtaining in 
Moscow supplies for office and household and of the 
exorbitance of Soviet import and export duties, the 
matter of customs courtesies is much more serious in the 
Soviet Union than in most countries; and 

“12. Since merchandise in the United States is plentiful 
and since exports are not subject to export duties, cus- 
toms courtesies mean much more to the American Em- 
bassy in Moscow than they do to the Soviet Embassy in 
Washington.” 


DISCOURTESY TO ENVOYS— 


This same situation is discussed further between Secre- 
tary Hull and the Soviet Ambassador. Here is a quota- 
tion from a memorandum by Secretary Hull written on 
March 26, 1938: 

“After talking on another subject, the Russian Ambas- 
sador then brought up the question of the complaints in 
the memorandum which this Government handed to him 
some weeks ago relative to unsatisfactory treatment of 
our officials and employees and American travelers in 
his country. He undertook generally to deny most of 
these complaints, adding that he would soon present a 
memorandum on the subject. 

“I stated that disagreeable as the small pinpricks were, 
there was a worse phase that our Government has in 
mind and that is the atmosphere created there of incon- 
venience and indifference and of more or less uninviting 
hospitality to those who go into Russia, including the 
constant espionage and interference with Russian em- 
Ployees of American citizens in the Embassy and 
Chancery at Moscow; that it prevents this country from 
improving the relations between the two countries as we 
are so desirous of doing, especially from the standpoint 
of promoting peace and mutual welfare; that regardless 
of the accuracy or inaccuracy of the charges presented, 
we are seriously handicapped in this broad way and I 
consider that extremely important. 

“I concluded by saying that if, after we had recog- 
nized Russia, that country and this country and Great 
Britain and France had gone forward in the exercise of 
normal relations and in developing their combined moral 
influence for peace, the unpleasant. experiences in both 
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the Far East and in Europe would have been reduced at 
least 50%, whereas the present policies of Russia in these 
small ways are seriously handicapping such supremely 
important efforts. . . .” 

The most authoritative commentary on what happened 
before and after diplomatic relations with Soviet Russia 
were formally begun in November of 1933 is to be ob- 
tained from a reading of “The Memoirs of Cordell Hull” 
(published in 1948 by the Macmillan Company). 


MR. HULL’S ANALYSIS— 


Mr. Hull reviews the ‘events leading up to the nego- 
tiations for the resumption of diplomatic relations and 
tells how, in advance of the step, he had called to the 
attention of the President that the United States should 
face the practical considerations concerning the conduct 
of the negotiations. He writes in his book: 

“Consequently, I told the President we had two power- 
ful weapons which can be used to bring about a favorable 
settlement of some, if not all, of our outstanding prob- 
lems with the Soviet Government. 

“I am convinced, from the experience of other coun- 
tries, that, unless we utilize every available means of 
exerting pressure on the Soviet Government in order to 
obtain a settlement of outstanding problems, there is 
little likelihood that such problems can be satisfactorily 
solved. It is evident that if loans of any considerable 
amount should be extended to the Soviet Government, 
except as a part of an agreement involving a satisfactory 
settlement of such problems, one of our most effective 
weapons would be taken from our hands—possibly the 
most effective—since the Soviets, it is believed, prefer at 
the moment credits to recognition. I concluded by recom- 
mending that no loans be extended ‘except as part and 
parcel of a final settlement of our relations with Russia.’ 

“Thus our approach to the question was different 
from that of other nations then maintaining diplomatic 
relations with Russia. Those nations recognized Russia 
first and then began to discuss the questions in dispute 
between them. The results were generally disappointing. . 
Having obtained part of what she wanted, Russia became 
less disposed to make concessions to obtain the re- 
mainder. 

“In some respects we stood to gain more than Russia 
by a restoration of diplomatic relations. Without rela- 
tions, the Russians were probably much better informed 
about conditions in America than we were about the 
situation in Russia. The Soviets were in close touch 
with what was going on here through their Amtorg, or 
trading office, in New York, an Information Bureau in 
Washington, and the American Communist Party.” 

Mr. Hull describes the negotiations in the agreements 
that were formally signed and then writes: 

“But our efforts toward closer relations were again to 
be negated. The Communist International, with head- 
quarters in Moscow, continued to support Communist 
propaganda and activities in the United States. We made 
verbal complaints to Moscow, without result. Finally 
Russia permitted the holding of an All-World Congress 
of the Communist International in Moscow from July 25 
to August 20, 1935. American Communists attended and 
took part in discussions and plans for the development of 
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the Communist Party in the United States. Here was a 
flagrant violation of the pledge of noninterference given 
us on November 16, 1933, and we could not let it pass 
without protest. By agreement with the President, I sent 
through Ambassador Bullitt a strong note to the Soviet 
Government: 

“*The Government of the United States would be lack- 
ing in candor if it failed to state frankly that it antici- 
pates the most serious consequences if the Government of 
the Union of Soviet Socialist Republics is unwilling, 
or unable, to take appropriate measures to prevent fur- 
ther acts in disregard of the solemn pledge given by it to 
the Government of the United States.’ 

“But the Soviets replied with the astounding assertion 
that ‘it is certainly not new to the Government of the 
United States that the Government of the Union of 
Soviet Socialist Republics cannot take upon itself and 
has not taken upon itself obligations of any kind with 
regard to the Communist International.’ They refused 
to accept the protest. In other words, the Communist 
International, although intimately connected with the 
Soviet Government, could do what it wanted in Ameri- 
can internal affairs without interference from that Gov- 
ernment. 


“In publishing both notes, I issued a statement in 
which I said: ‘In view of the plain language of the pledge, 
it is not possible for the Soviet Government to disclaim 
its obligation to prevent activities on its territory directed 
toward overthrowing the political or social order in the 
United States. And that Government does not and can- 
not disclaim responsibility on the ground of inability to 
carry out.the pledge, for its authority within its terri- 
torial limits is supreme and its power to control the acts 
and utterances of organizations and individuals within 
those limits is absolute . . . If the Soviet Government 
pursues a policy of permitting activities on its territory 
involving interference in the internal affairs of the United 
States, instead of “preventing” such activities, as its 
written pledge provides, the friendly and official rela- 
tions between the two countries cannot but be seriously 
impaired.’ 

“We were now back almost to where we had started. 
We had official relations with Moscow, but they rested 
on no bedrock of friendship and cooperation. Try as I 
might, I could not establish the sound relationship I 
deemed so necessary not only for the two countries but 
also as a counter-weight for peace in the scales tipping 
more sharply toward war.” 


IV. A Road to Negotiation 


The foregoing record demonstrates conclusively that 
we can utilize the severence and possible resumption of 
diplomatic relations as an instrument of policy and 
that it can be, moreover, the basis for extensive ne- 
gotiations. 

By severing diplomatic relations with all the countries 
behind the Iron Crrtain, the United States will in reality 
be adopting a policy that could prevent war and lead 
to a state of peace in the world. 

Severance of diplomatic relations with the government 
at Moscow actually means opening up the road to 
negotiation for peace. It means in effect negotiation 
with the only sovereign that can make peace, namely, 
the people of Soviet Russia. 

Such a policy should not be put into effect in a mood 
of pique—as if it were related to a single act that had 
produced irritation in our midst. It should stem from 
the moral force that has been the root of American 
idealism throughout our history. 

Many persons who have conscientiously opposed this 
course when it has been suggested do not take into con- 
sideration the fact that severance of diplomatic relations, 
like its predecessor step—the opening of diplomatic 
relations—is a fundamental concept which can have a 
constructive aim. They fail to realize that it can be a con- 
structive, rather than a destructive move and that it can 
conceivably awaken the world to the ways by which we 
can avert the outbreak of war. It can accomplish more 
than threats or counter-threats to use military force 
alone. 

While it is true that severance of diplomatic relations 
has sometimes immediately preceded the outbreak of 
war, this has not at all been true in those instances 
where the diplomatic break has been based upon differ- 
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ences in fundamental policy, as contrasted with instances 
where some overt act led to the break itself. 

History shows more instances in which a diplomatic 
break is an intermediate step toward peaceful inter- 
course rather than a final step toward war. 

Within the last two years, Soviet Russia severed diplo- 
matic relations with both Israel and then Australia— 
episodes in the evolution of her international policies. 
It didn’t lead to war in either case. 

It is contended that there are advantages in main- 
taining a “listening post” behind the Iron Curtain and 
that this factor is of such importance as to outweigh all 
moral considerations. While such an argument has 
some merit it suggests an excuse for inaction rather 
than a basic reason. For too often the philosophy of 
moral cowardice, which consults its fears rather than its 
conscience, winds up with the self-same crisis that a 
policy of timidity and forbearance sought to avoid. 

If every time we contemplate some step in the evolu- 
tion of our moral policies we are urged not to offend 
the other side, to repress our indignation, and so to 
conduct ourselves as not to antagonize tyrants who 
are every day oppressing millions and millions of people, 
then indeed it may be that Western civilization has 
started on the road to decay and disintegration. 
There is no obligation resting upon us to consult ouf 
enemies about what to do about our enemies. We must 
not be frightened by our own self-created bogeys. 

No better demonstration of the power of moral force 
in world policies could be given than that which occurred 
during the Administration of President William Howard 
Taft, when the government of the Czar refused to 
honor the passports of American citizens if they hap- 
pened to be Jews. To the credit of the Taft Administra- 
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tion be it said that the United States notified the Russian 
Government that an American passport applied equally 
to all citizens and that there could be no discrimination 
between them, if the treaty which had been signed by 
the Russian Government were to be honored. 

The Russian Government refused to change its policy, 
and the United States denounced the treaty as no longer 
in effect. 

Nobody suggested at the time that by offending the 
Russian Government we would create a situation of 
international tension which could lead to war. Nobody 
suggested that the United States yield to expediency 
and recognize a “practical” situation, because the anti- 
Semitic policy was an internal problem in Russia at 
the time. 

As to the argument that it is valuable to have Ameri- 
can diplomats behind the Iron Curtain to “listen,” the 
record there proves this is an advantage of dubious value. 

Very little information that comes through official 
quarters is any different from that which is broadcast 
by the Moscow radio or the radio stations of its 
satellites. Most of the information that has been obtained 
by the United States Government concerning conditions 
in Russia has come from sources other than the Embassy. 
Naturally the most valuable facts about internal condi- 
tions come from the hundreds of thousands of persons 
who travel across the borders during the course of the 
year in business, professional and cultural pursuits of 
various kinds. It is obvious that Americans living in a 
restricted area in Moscow are not necessarily the best 
sources of information about Russia. The nationals of 
various countries who travel back and forth are better 
qualified to keep us informed, particularly those who 
have contacts with former residents of the Soviet Union, 
namely nationals of Soviet Russia now in exile. 

Severance of diplomatic relations would impress the 
Soviet people, but much would depend upon exactly how 
the policy was executed. If it appeared as a mere 
manifestation of anger it would lose its moral force. 

If our argument were focused, however, on the pledges 
that have been broken and on the agreements that were 
entered into by the Soviet Government and dishonored, 
it would profoundly impress the people of Soviet Russia. 

With the opportunities we now have for disseminating 
our point of view throughout the globe, it would be 
practicable for our own government to make a forceful 
presentation of all the reasons for the severance. The 
very debate would draw attention to the moral issues 
which have so long been neglected. 

The severance of diplomatic relations, therefore, 
would be not a negative but an affirmative act. It would 
mean that the American people had opened their hearts 
and minds to the peoples of Soviet Russia and dealt 


with them directly in an effort to find some means of 
bringing about peaceful relations between the peoples. 
It would give hope where there is now despair. The Red 
Army in particular, which must make the major sacrifice 
in the event of war, would be especially interested to 
learn why America had found it impractical to deal with 
the present rulers in the Kremlin. For the Moscow gov- 
ernment has never been portrayed inside Russia as the 
big obstacle to world peace. 

Obviously this obstacle, namely a government in Mos- 
cow which dishonors pledges, is something which, if em- 
phasized to the Russian people would in due time make 
them realize they were being represented by a govern- 
ment that can suddenly plunge them into war. It is a 
government which does not give the people an opportun- 
ity to express their wishes—a government which has be- 
come a menace to them and to mankind. 

It will be said that, with the censorship of the press 
inside Russia, the documents sent forth by the United 
States would not be printed, but as news about them 
came over the radio this in itself would direct attention 
to the restrictions upon the relations between the two 
countries growing out of the censorship and the supres- 
sion of the free flow of opinion. Radio and word-of-mouth 
would give it full publicity in the end. 

The severance of diplomatic relations would permit a 
minute review of all the experiences, incidents, episodes 
and controversies between the United States and the 
Soviet Union beginning in 1933. 

The mere narration of these events would be enlighten- 
ing to the public opinion of the world. 

It would reveal America as acting in self-defense 
against the encroachment of Communist agents and 
saboteurs. 

It would constitute the greatest blow that could be 
struck by means of moral force, thus demonstrating to 
the world that the decent opinion of mankind can be 
more important as a means of bringing peace than the 
threats to use military force alone. 

For when we sever diplomatic relations because of 
the breaking of pledges, dishonoring of agreements and 
the disregard of international obligations, we base our 
action on the highest standards of human conduct. 

Our spokesmen, on the one hand, declare frequently 
that we do not want war. We cannot, on the other, fail to 
use the weapons of moral force which reach into the 
hearts and minds of people to prevent war. 

It takes courage to exercise moral force. Even the 
counsel of those who propose the exercise of moral force 
is rejected as “leading to war.” Yet the only road really 
open to those who shrink from the use of moral force is 
more and more appeasement, and finally war, because the 
overt acts of an arrogant enemy inevitably produce war. 


V. Would the Allies Join Us? 


The question will be raised as to the practicality of 
Such a step in the event that our allies do not take 
similar action. 

American leadership cannot be forfeited, nor can our 
expression of our free opinions be restrained merely 
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because temporarily there is no agreement with us on the 
part of other countries. 

Precisely because other governments may not concur 
at once, our opportunity for debate would be widened. 
It would lend emphasis to the discussion. On the so- 
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called “practical” side—to those who believe that it is 
important to have a “listening post behind the Iron Cur- 
tain”—it should be mentioned that the American Gov- 
ernment would have ready access to any of the diplo- 
matic reports of any of the other governments during the 
interval while we who have severed diplomatic relations 
wait for the others to do so. 

But this very interval would be of far-reaching im- 
portance. We would be urging upon our own allies that 
they take a course of action similar to ours. This debate 
would have a profound effect inside the Soviet Union. 
For the discussion itself would afford an opportunity 
anew to draw attention to the spy rings and infiltration 
campaigns which actually have been carried on by 
Soviet agents in the United States, Canada, Australia, 
Guatemala, Britain, France, Italy, Japan, and almost 
every one of the free countries. 

It would not be necessary for the debate to be limited 
in length. It might go on for several months, with the 
United States pressing powerfully on the morale-force 
side, and with the allies one by one coming to our side as 
they gradually recognize the futility of further negotia- 
tions with the Kremlin government itself, or else as they 
perceive a change in government control there and finally 
an attitude which could conceivably bring about a new 
and better understanding between Soviet Russia and 
the rest of the world. 

The Soviet Government itself is outwardly indifferent 
nowadays to the problem of maintenance or discontinu- 
ance of diplomatic relations with non-Commuunist coun- 
tries. It believes evidentiy that the Western world would 
maintain them no matter what happened. Our failure 
to exercise more leverage in this situation by raising 
the question of whether we care to continue diplomatic 
relations has recently brought repeated instances of dis- 
respect for our representatives in Moscow. 

Today we seem to be unconcerned about exercising 
any leverage at all against the Soviet Government. We 
appear to be passively acquiescing in every act of the 
Soviet Union. We find ourselves in a strait jacket be- 
cause we, of course, will not precipitate a war, and the 
phrase “likely to precipitate a war” is directed inside 
America against any policy except abject acquiescence. 

Those who argue against precipitating war cannot 
have it both ways. They cannot, on the one hand, urge 
that our armed forces be immobilized, and on the other 
hand insist that we shall not take any steps to advance 
our cause in the court of world opinion. 


WIELDING MORAL FORCE— 


Our only opportunity today in the court of world 
opinion is to mobilize moral force. And the biggest in- 
strument of moral force is in our hands, namely, the 
severance of diplomatic relations. It is logical, legal aud 
clear cut and can be carried on to assure in the end the 
peace of the world. 

Precisely as we laid down the basis for recognition by 
written conditions, so we can lay down the basis for the 
withdrawal of that recognition or the severance of dip- 
lomatic relations, and also the basis for resumption when 
the original conditions of 1933 have been fully met by 
the Soviet Union. 
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When there is an opportunity for the resumption of 
diplomatic relations we would be in the position of dis- 
cussing a new state of affairs in which the Soviets would 
be making concessions to the rest of the world. We 
would not remain in the fixed position in which we are 
today taking affront after affront without really doing 
anything to impress our enemies that we might make a 
countermove that could be effective. 

We shall not cease to express our own government’s 
views merely because of the discontinuance of one form 
of technical communication between the United States 
Government and the Soviet Government. With radio and 
newspapers and the reports of those who go back and 
forth across the border there are many ways to discuss 
our relations with Russia and to bring home to the peo- 
ple there our views besides the method of formal diplo- 
matic notes, which have really grown less and less effec- 
tive anyway in recent years. 


BASIS FOR NEW POLICY— 


The true meaning of the severance of diplomatic rela- 
tions, moreover, would not be lost upon the world as a 
whole. It would have a significance far more than the 
actual change which involves the withdrawal of a few 
diplomats from Moscow. For it could form the basis for 
a new policy in negotiating with the Russian peoples— 
a new set-up as between the United States and Soviet 
Russia. 

America must take the leadership in such a moral 
cause. Those who say it is theoretically right to discon- 
tinue relations with the Soviet Government but not ex- 
pedient are unintentionally condoning evil and destroy- 
ing the hopes of the oppressed peoples. 

The Soviet Government today has only contempt for 
vacillation in an adversary. That’s because again and 
again we have been pushed back and insulted without 
showing the slightest bit of spirit in protest. 

The long history of the periods prior to the outbreak of 
war shows that, when a nation fails unequivocally to 
express its viewpoint and to maintain its honor and insist 
upon the fulfillment of solemn pledges, it gives the im- 
pression of craven weakness, and ultimately it is overrun 
by an enemy, which miscalculates and thinks that it 
can win an easy victory. : 

The way to prevent World War III is to assert our 
moral position and to indicate clearly and persistently 
to the peoples of Soviet Russia that it is their govern- 
ment which is pushing us slowly but surely into a larger 
conflict. 

As a warning against such a large conflict the sever- 
ance of diplomatic relations can have a sobering effect. 
It can focus attention on the real issues between our 
governments and the dangerous steps that have been 
taken by the Kremlin government to infiltrate our own 
territory in an attempt to set up agencies to overthrow 
our government. Our Department of Justice, our Federal 
Courts, our Congressional committees for the last ten 
years have recorded in official testimony the acts of 
Soviet agents on our territory. 

The question naturally will be asked as a corollary: 
What effect would the severance of diplomatic relations 
have upon our relations with the United Nations? 
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Strictly speaking, the question of the maintenance or 
severance of diplomatic relations with a particular gov- 
ernment is not related in the legal or diplomatic sense to 
the membership which a particular nation may have in 
an international organization set up for specific pur- 
poses. Thus many governments now in the U.N. recog- 
nize Red China although it has not been admitted to the 
U.N. Conversely, there are governments recognized by 
the United States and diplomatic relations are main- 
tained with those governments, but they are not mem- 
bers of the United Nations, though of course eligible 
for such membership. 

It cannot be denied, however—and in fact it should 
be emphasized—that there is a moral relationship be- 
tween the position of the United States with respect to 
the severance of relations with the Soviet Union and con- 
tinued membership of the Soviet Union in the United 
Nations. 

For example, all of the arguments we have made for 
the non-recognition of the Government of Red China 
and for its non-admission into the United Nations are on 
all fours with those which can logically be made for our 
severance of diplomatic relations with the Soviet Union 
and for its expulsion from the United Nations. 

It is not logical, on the one hand, to say that we will 
not admit Red China to the United Nations because of 
its aggressive policies and at the same time permit the 
Soviet Union to remain in the United Nations while it 
continues its aggressive policies toward other members 
of the United Nations. 

It has been frankly acknowledged by the representa- 
tives of the Soviet Union in a formal meeting of the 
United Nations Assembly that the Moscow govern- 
ment sent arms and ammunition to the Chinese 
and North Korean governments, and thus aided and 
abetted in that aggression, even though the United 
Nations by formal resolution had called upon all its 
members to refrain from sending arms to assist the 
aggressors. 

In this connection, a few weeks ago Ambassador Henry 
Cabot Lodge, in a CBS radio-television discussion with 
some newspaper correspondents, was asked the ques- 


tion concerning the membership of the Soviet Union 
in the United Nations. The colloquy ran in part as 
follows: 

“Q: Mr. Ambassador, could we get back to that word 
‘peace-loving’ for a moment? Now, do we understand 
that a country, to be a U.N. member, must be peace- 
loving—by implication be part of a club of very peace- 
ful, law-abiding nations? It seems, for example, to begin 
with, Russia wasn’t one in 1945, and Russia was one of 
the original signers of the U. N. Charter— 

“Mr. Lodge: Well, I think that in 1945 and 1946, at 
San Francisco, the United States assumed that Russia 
was a peace-loving nation, and the whole United Nations 
was based on the assumption that the alliance between 
the United States and the Soviet Union would continue, 
which, of course, was a very false—tragically false— 
assumption. Certainly, if we had thought at that time 
that the Soviet Union believed in war as an instrument 
of national policy, we would not have joined the United 
Nations with her.” 

From the foregoing it is clear that the Soviet Union 
has no moral right to continued membership in the 
United Nations. The League of Nations did expel the 
Soviet Union from that organization. The United 
Nations ought to have the moral courage at least 
to suspend the membership of the Kremlin tyrants. 
The seat can be declared vacant by the action of 
the Assembly. 

It is this moral issue which is raised not only in the 
continued membership of an aggressor nation in the 
United Nations, but also in the refusal of all forward- 
looking nations to countenance the admission of Red 
China into the United Nations for the same reasons. 

So by a single stroke in severing diplomatic relations 
we would be reopening the whole question of whether 
the present government of the Soviet Union should re- 
main in the United Nations. This probably would not 
be decided immediately. But the moral effect of a 
thorough discussion would be felt around the globe. 
Step by step the moral forces of mankind would con- 
centrate on evils which are now upsetting the peace of 
the world. 


VI. An Act of Self-Defense 


So, to summarize, the severance of diplomatic relations 
is an act of self-defense. It is a step taken to prevent the 
encroachment by the agents of foreign governments upon 
our territory in their attempt to infiltrate our institutions. 
Every democratic government has a right to resist such 
measures, by banning the use of its own territory for 
the conduct of operations hostile to itself. 

What we say, in effect, is this: “We are not interfering 
with your internal affairs, but we are resenting the use of 
your power externally to the injury of the United 
States.” 

Sooner or later the Western world must recognize that 
the policies of Soviet Russia are actually hostile to them, 
as is proved by the many processes of subversion and in- 
ternal infiltration that have characterized the so-called 
“cold war.” 
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By severing diplomatic relations we also take the nec- 
essary steps toward the shutting off of all trade relation- 
ships with the United States. We can stop the flow of 
money to the many Soviet consulates and agencies in 
various countries, which are the centers of espionage. 
Unquestionably the Latin-American governments would 
eventually follow our lead, and a very important oppor- 
tunity that the Soviets now have to upset Latin-American 
governments would be eliminated. That would be consist- 
ent with our Monroe Doctrine and the recent pro- 
nouncements of the Organization of American States. 

It is obvious that the subversive movements through- 
out the world, conducted by the Soviet Union, could not 
be financed except with Russian rubles cabled to its 
agents in embassies everywhere, who bribe officials, 
newspapers, and other media of communication, espe- 
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David Lawrence's article ‘analyzing arguments in favor: of sever- 
ing diplomatic relations with the Soviet Union begins on page 126. 
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cially - in ‘Batin: American cobattich. fo help them do 
their -wQrk of subversion. 

We. know-that on, the continent of tite and in vari- 
S of Asia, the Communist agents are busily en- 
SVes to upset existing regimes, and to capital- 
isting Controversies. But the money for such ex- 
ploits would not be forthcoming if diplomatic relations 
and rade rélafions were cut off. 






at we are advocating here is.a policy of non-iriter- 


course_with the Soviet regime, which when fully ex- 
plained to the people of the’ Soviet empire must inevi- 
tably result in some intérnal change. This is the hope of 
the world, and we must contribute toward that end by 
shaping our policies in self-defense against those who 
have made war upon us. 

For the severance of diplomatic relations is merely a 
logical sequel to the acts of offense which have been com- 
mittéd by the Soviet regime upon the territories of free 


peoples. To condone these evils is to compound therh. . 


and to-deprive free peoples of their only means of protec- 

tion against an enemy in the modern world which disre- 

gards all rules of sovereignty, all rules of international 

~ law, all obligations and agreements solemnly entered into 

and signed in formal agreements, and all assurances and 
guarantees given to respect the rights of others. 

By interrupting diplomatic relations with the Soviet 

Union we would be telling the entire world that the 

United States of America, which has always stood in the 

2 past on moral principle, is continuing vigorously to pur- 

sue the course of morality, and that it will not resume 

diplomatic relations with any government which has 

violated’ its pledges to the United States Government, 

and which gives no practical evidence of any change in 

its attitude. 


NO EVIDENCE OF GOOD FAITH— 


We have called in the last few years for “deeds and 
not just Words” from Soviet Russia. President Eisen- 
hower has spoken publicly of the importance of con- 
crete evidence on the part of the Soviet Union that it 
will act in good faith, but no such evidence has come 
forth. Under those circumstances we have no choice but 
to develop a policy of non-intercourse, with the definite 
assurance given by us that this policy will be gradually 
modified and relations with a new government estab- 
lished in Soviet Russia as soon as the Russian people 
express their will freely and put into office a government 
that will respect international obligations. 

There are, of course, only two ways by which the pres- 
ent government in the Kremlin can be altered—that is 
either by external military action or internal force. 

External force is out of the question because we don’t 
wish to give the Communists an Opportunity to consoli- 


‘ respect of the rest of mankind. Such a free government 






date their position inside.the country and light the fires 
of patriotism and nationalism. if 

Internal force.is the logical instrument. Revolution or 
peaceful change is the only means*by which a despotic 
government can be removed without bringing on an ex- 
ternal war. ole 

Again and again in recent history we find that revolu- 
tions are short-lived or that the impact of pressure from 
the people will without bloodshed cause the resignation 
of unpopular rulers, 

When a great nation like the United States lays the 
case before the world and tells ‘the people of Soviet 
Russia what its government has done to impair the 
peace of the world, the people there must. inevitably 
learn the truth about the danger that they face. For 
the real danger is that the Kremlin will involve them in 
a war which will require great. sacrifices from. the very 
people who only recently suffered so heavily on the 
battlefield. + 


KREMLIN CREATES WAR FEAR— 


The fear of war grips everybody in the world, and the 
people of Soviet Russia are no exception, It is a hazard . | 
that the present rulers in the Kremlin have created which 
is dangerous to the future of all peoples. That is why 
we must never enhance the prestige ofthe present rulers 
of the Kremlin. We must not engage in “high level” #9 
conferences which can be played up in the Soviet press . >] 
as examples of how the Western nations “are bowing 
to the “great rulers” in the Politburo. We must not treat 
the leaders in the Kremlin as if they were our equals in. 
the world and respectable representatives of a great | 
nation. On the contrary, we must do as Secretary of 
State Charles Evans Hughes advised in 1923 when he 
said: 

“Nothing should be done to re the seal of approval 
on the tyrannical measures that have been adopted in 
Russia, or to take any action which might retard the 
gradual reassertion of the Russian people of their right 
to life in freedom.” 

Only by a severance of diplomatic relations can we 
give convincing evidence to the people behind the Iron 
Curtain of the dangerous course which the evil men in 
power in Moscow have chosen to pursue. 

When diplomatic relations have been severed and the 
debate hegins throughout the world, the moral force of 
all the oppressed people will be strengthened and stim- 
ulated so that they will in their own way bring into-be- 
ing in Moscow a free government which will have the 
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will have earned not only recognition, but a rightful 
place in the family of nations, and, of course, in. the 
United Nations itself 
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Also developers of electrically conductive floor tile for 
safety and sanitation in hospital anesthetizing areas. 
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“ffalional Accounting Machines save us $17,200 a year... 
repay their cost every 10 months.” 


“Until we installed National. accounting 
machines, our accounting operation— 
linked with that of our s subsidiary com- 
panies — was necessarily a long and in- 
volved one. 

“Today, we use ‘Nationals for accounts 
receivable and customer statements 
weekly and monthly preparation aging of 
accounts receivable, showing details of all 
past-due accounts .. . and net sales to date 
on each account. Further, we have estab- 
lished a centralized credit control of all ac- 
counts of our six subsidiary companies. 


—THE MOSAIC TILE COMPANY, Zanesville, Ohio 


“Largest maker of real clay floor and wall tile." 


With the help of Nationals, these opera- 
tions are tightly controlled and highly 
efficient. 

“Nationals save us $17,200 annually, re- 
turning their cost every 10 months (about 
120% annual return on our investment). 
We regard them as an investment in effi- 
ciency that has paid off handsomely for 
our company.” 


ay aoe 
.. Treasurer and Comptroller 
The Mosaic Tile Company 


THE NATIONAL CASH REGISTER COMPANY, pavron 9, on10 


949 OFFICES IN 94 COUNTRIES 


In your business, too, National ma- 
chines will pay for themselves with 
the money they save, then continue 
savings as annual profit. Your near- 
by National man will gladly show 
how much you'can save—and why 
your operators will be happier. 
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HOLIDAY CHEER IN OLD KENTUCKY, 1842 


Colonel Crow’s neighbors pay him a pre-Christmas call 


and pick up some of his justly famous whiskey. 










Over a century ago, when Old Crow was the choice of 
Daniel Webster and Henry Clay, a gift of James Crow’s 
bourbon spoke volumes about a man’s good taste. And so 
it does today... whether you choose the milder 86 Proof 
bottling or the traditional 100 Proof Bottled in Bond. 
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= THE OLD CROW DISTILLERY COMPANY, FRANKFORT, KENTUCKY 








